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SENATE—Friday, June 13, 1986

The Senate met at 9 a.m., on the ex-
piration of the recess, and was called
to order by the Honorable FRANK H.
MURKOWSKI, a Senator from the State
of Alaska.

PRAYER

The Chaplain, the Reverend Rich-
ard C. Halverson, D.D., offered the fol-
lowing prayer:

Let us pray.

Eternal Father in Heaven, we thank
You for the legislative wisdom that
created Father’s Day. Grant to all
Members of Congress grace to keep
faith with this celebration which they
generated. Help all fathers to compre-
hend the consummate tragedy of a fa-
therless home—whether the father is
absent or whether, though present, his
priorities are elsewhere.

Father God, You began the human
race with a father and mother. Their
union was to image You to their
family and posterity. What monumen-
tal tragedy when a father fails in his
role! Forgiving Father, how many
youth have fallen into waywardness?
How many into drugs, alcohol, and sex
and crime, how many in prisons—how
many who live in the streets today—
are victims of a father’s failure to be a
male model a lad could safely emu-
late? We pray for those whose lives
are the tragic consequences of a fa-
ther’s failure and we pray that this
Father's Day will be a time of restora-
tion and renewal to all families. In
Your name, O Lord. Amen.

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore [Mr. THURMOND].

The legislative clerk read the follow-
ing letter:

U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, June 13, 1986.
To the Senale:

Under the provisions of rule I, section 3,
of the Standing Rules of the Senate, I
hereby appoint the Honorable Frang H.
MuURKOWSKI, & Senator from the State of
Alaska, to perform the duties of the Chair.

StrROM THURMOND,
President pro tempore.

Mr. MURKOWSKI thereupon as-
sumed the chair as Acting President
pro tempore.

(Legislative day of Monday, June 9, 1986)

RECOGNITION OF THE ACTING
MAJORITY LEADER

The ACTING PRESIDENT pro tem-
pore. The majority whip, the Senator
from Wyoming, is recognized.

THE WORDS OF THE CHAPLAIN

Mr. SIMPSON. Mr. President, to
begin, I always appreciate the words of
the Senate Chaplain. He presents to
us again today a lovely message about
Father's Day. I will share a portion of
that day with my own loving father
this Sunday as he celebrates his 88th
yvear of life this year. I am the benefi-
ciary of his extraordinary teachings
and love and affection—and discipline.
I remember that, too. He was good at
all of those. That is why I am a better
person for it. He is a dear man.

SCHEDULE

Mr., SIMPSON. Well, we have busi-
ness today: the two leaders with their
standing order of 10 minutes each,
special orders in favor of the following
Senators for not to exceed 5 minutes
each: MURKOWSKI, PROXMIRE, HuUM-
PHREY, MATHIAS, Symms, CHAFEE, MEL-
CHER, McCoNNELL, MATSUNAGA, and
WaLLoP; routine morning business not
to extend beyond 10 a.m., with Sena-
tors permitted to speak therein for not
more than 2 minutes each, and follow-
ing routine morning business the
Senate will resume consideration of
H.R. 3838, the tax reform bill. Pending
is the Kasten-Inouye amendment on
charitable contributions. A rolleall
vote could occur as early as 10:45 a.m.
on the Kasten-Inouye amendment.
Votes can be anticipated throughout
the day but not anticipated much
beyond the hour of 4 p.m. because of
various commitments on both sides of
the aisle.

Then on Monday, it has been ex-
pressed and I reiterate, there will be
no votes before 3:30 p.m. and no votes
after 6 p.m. It is the intention of the
majority leader to press on and,
indeed, on Tuesday I would judge that
all might anticipate a late session that
day so that we can complete our work
on the tax reform measure. As all of
us as legislators observe progress, and
we think progress is being made. I
think Senator Packwoop and Senator
Long, as comanagers of the bill, are
doing a superb and very patient job,
and those in the amending process or
thinking of the amending process are
aware of their skills. It is kind of like
wandering into a twin buzz saw blade

when one comes into the fray with
Senator PAckwoob and Senator LoNG.
So we have much to do on an impor-
tant piece of legislation, and knowing
our responsibilities we will meet that.
I would reserve the remainder of the
leader’s time. I yield to my friend from
West Virginia, the Democratic leader.

RECOGNITION OF THE
MINORITY LEADER

The PRESIDENT pro tempore (Mr.
THURMOND). The able Democratic
leader is recognized.

Mr. BYRD. Mr. President, I thank
the Chair, and I thank the distin-
guished acting Republican leader, Mr.
SIMPSON.

FATHER'S DAY

Mr. BYRD. The Chaplain spoke of
Father's Day. Scriptures tell us to
“honor thy father and thy mother.”
Jesus, when he taught us to pray,
taught us to say, “Our Father, which
art in Heaven, hallowed be Thy
name.” The distinguished acting
leader spoke of his own father, who
was formerly a Member of this body. I
remember Milward Simpson very well.
He was a very congenial, amiable, like-
able man, a good Senator. I have every
reason to believe that he, indeed, has
been a good father to his children. I
am confident that he is exceedingly
proud of his son, ALAN SIMPSON, Who is
a good Senator from the State of Wyo-
ming and also a good leader and, like-
wise, a personable, affable man whom
we like and respect very much.

SALT II REAGAN-SPEAKES
DISCONNECT

Mr. BYRD. Mr. President, yester-
day, White House Press Secretary
Speakes made some clarifying remarks
regarding what the President purport-
edly meant to say regarding SALT II
restraints at the President’s press con-
ference the night before last. I did not
think the President needed any clarifi-
cation. What he said seemed to be very
clear to me, and so the effect of the so-
called clarification was confusion and
confusing.

The President has said that “We will
observe the constraints to the same
extent that the Soviet Union does.”
And the clear upshot of all the Presi-
dent’s statements, not only in his press
conference the night before last but
also in his May 27 statement, was that
they were devoid of rhetoric such as

® This “bullet” symbol identifies statements or insertions which are not spoken by the Member on the floor.
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we have been hearing that “SALT II is
dead,” “SALT II is dead,” it is “obso-
lete.”
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Mr. Speakes said yesterday, howev-
er, that the President’s “decision of
May 27 means that the SALT treaty
limits no longer exist. SALT is dead. I
mean, that's period.”

I have expressed the hope repeated-
ly that the President’s advisers will ex-
ercise the discipline and the responsi-
bility not to try to lock him into con-
crete by appearing to put words in his
mouth. I choose to take the Presi-
dent’s words. I choose to take the
President’s words as he spoke them.
He did not say SALT is “dead.” If he
meant to say that SALT is dead, he
would have said SALT is dead.

So, for whom does Speakes speak?
Does not the President speak for the
President? Is Speakes speaking for
Speakes? It was the President who was
speaking, and it is clear that Speakes
is not the President. I believe that the
President speaks for the President.

So that should be enough for this
administration’s policy on SALT II re-
straints.

I renew my call of yesterday to Mr.
Gorbachev to agree now to a summit
meeting. That would set a serious
process in motion to galvanize the
arms control process. For our part, we
need to promptly assess and respond
to the latest Soviet proposal in

Geneva, so that we can do all we can
to move the process along.

The President's advisers do the
President a disservice and the Nation a
disservice if their goal is to derail the
summit process and the arms control
process and to reduce the flexibility of
the President in these matters. Their
rhetoric on Kkilling the current re-
straints should end.

Mr. CRANSTON. Mr. President, will
the Senator yield?

Mr. BYRD. I am happy to yield to
the distinguished majority whip.

Mr. CRANSTON. In view of the
double speak out of the White House
and the uncertainty as to what the po-
sition is on this crucial matter of arms
control, does not our leader feel that it
would be appropriate for Members of
this body, on both sides of the aisle, to
seek to exert some leadership in this
matter by considering measures that
would give some advice to the White
House on the need to find a way to
sustain the SALT ceilings?

If those ceilings are no longer ob-
served, the evidence seems to be quite
clear that it will be to the advantage
of the Soviet Union, not the United
States, if a new arms race is suddenly
launched. They would be the one to
capitalize on that opportunity, if they
s0 choose, and they would have many
more weapons than we that could be
swiftly deployed.
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Mr. BYRD. I think Members on
both sides of the aisle in this party
feel that the President’s advisers
should not attempt to impinge upon
the President’s flexibility to adjust his
policies if, in the interests of our U.S.
security, it appears that such adjust-
ment should be forthcoming. I do not
believe they should attempt to lock
the President into concrete.

I think the President’s statements
are very clear. Insofar as I am con-
cerned, I will continue to listen to the
President. He has not said that SALT
is dead.

I hope that all Members, on both
sides of the aisle, will join together in
expressing the view—I think it is held
by the American people—that the ad-
ministration should continue to strive
to restrain itself from exceeding SALT
IT limits, at least for now; that the
President not close the door to the
possible constructive Soviet movement
in this area; that nothing be said or
done at this time that would appear to
cast a cloud on the negotiations that
are going forward at Geneva; that ev-
erything should be done to encourage
the Soviets to stay within the con-
straints of the SALT II limits; that
every effort be made and intensified to
move the Soviets to the summit and to
impress upon them that it is in their
interests and in the interests of peace
in the world, as well as in our own in-
terests; that the babble of voices at
the White House discontinue; that
they, the Soviets, stop waffling with
respect to a summit; that we have a
summit; and that we all work together
to develop a workable, mutual, verifia-
ble arms control agreement.

I think that the President is little
served and the interests of obtaining
an arms sale agreement that is
mutual, verifiable, effective, and work-
able are little served by the cacophony
of voices that continue to confuse not
only ourselves but also our allies and,
indeed, play into the hands of the So-
viets and their PR efforts.

Mr. CRANSTON. The Senator from
West Virginia and I know that leading
Senators on both sides of the aisle are
engaged in discussions regarding seek-
ing an appropriate way to send a mes-
sage to the White House and to the
Nation of our concern about adhering
to the SALT limits as long as the Sovi-
ets do. So let us pursue that matter.

Mr. BYRD. I agree with the Sena-
tor.

ORDER OF PROCEDURE

Mr. BYRD. Mr. President,
much time do I have remaining?

The PRESIDENT pro tempore. The
Senator has 2 minutes remaining.

Mr. BYRD. Mr. President, I wish to
speak on another subject, and it will
require a little more than 2 minutes,
so I will refrain until later in the day.

I thank the Chair.

how
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SENATE LEADERSHIP
RELATIONSHIP

Mr. SIMPSON. Mr. President, I
thank the Senator from West Virginia,
the Democratic leader, for his remarks
about my father, whom he did know
and did serve with, and for his extraor-
dinary courtesy to me as I have tried
to “learn the ropes” in this particular
job.

When I came to the U.S. Senate, my
father said, “If you require training in
the rules of the Senate, go to Senator
RoBerT BYRD.” I have on more than
one or two occasions done that. I will
probably do that a great deal more. He
is the leading Senator, in both parties,
with regard to his knowledge of the
rules of procedure, and he has been
most kind and extraordinarily gracious
in sharing that.

Then, of course, the Democratic
whip and I have shifted positions a
couple of times with regard to the po-
sition of chairman of the Veterans’ Af-
fairs Committee. I have enjoyed his
counsel and the remarkable relation-
ship I have come to enjoy with him as
we carried out those duties, and now
in our duties as whip for our respec-
tive parties.
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He is an extraordinary person and it
is my pleasure to find him such a
pleasant person to work with.

I just had to make a comment as we
“speak of Speakes,” and we ‘“mis-
speak,” perhaps, as we speak of
Speakes; with another play on words,
from the pillars of salt, if I may, and
the extraordinary thing is that when I
came here we talked a lot about SALT.

If SALT is dead, it died right here in
the U.S. Senate because it was never
ratified by this body years ago. I
would not want that to escape the at-
tention of the American people.

If SALT is dead, and how dead is
dead, and who misspoke who, it died
right here; it could not get ratified by
senior Senators of both parties of this
Senate who refused to ratify it.

So in the midst of a need for a shred
of clarity here and there as we dabble
in our business, I think it is good to
mention that. It might not be ratified
today if it were presented and one of
the things that might just happen in
this debate when we get to SALT is
someone will plop the SALT treaty
right in the middle of this body and
say “Here, ratify it.” My hunch is it
might not get ratified.

All of us deeply believe in arms con-
trol. This is not a partisan issue. Not a
serious thoughtful American of either
party is opposed to arms control. It is
not a partisan issue. It was not a parti-
san issue under President Carter.

So to come back to this sitting Presi-
dent and killing off SALT, it never was
ratified by the U.S. Senate.
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I hope that we are able to divert
that. I would hate to have a vote here
where we would put it before the body
and not deal with it again.

But if there is a chorus of conflicting
voices it did not come in the last days.
It came years ago, when I first came
here 7' years ago, when I saw leading
Senators on both sides of the aisle
unable to get the votes to ratify it.

And just as an aside and for no other
purpose, we have quite a good track
record. If you want to put an amend-
ment or a resolution before us that in-
cludes the Soviet Union and its com-
pliance I will be glad to support that,
but not to have the United States
comply with the unratified SALT
treaty when the Soviet Union does not
comply.

And then please remember that the
SALT treaty—if ratified—would have
expired in the year 1985 anyway. We
seem to forget that too.

So, it is good exercise but not very
productive.

We have a country to run, and there
is a country on the other side, our
chief adversary, that has violated
almost every single human rights
aspect of the Helsinki Final Act. They
have violated virtually every arms
agreement we have ever been in with
them and that includes stockpiling
and use in Afghanistan and Southeast
Asia of chemical and toxic weapons in
violation of the 1972 Biological Weap-
ons Convention and the 1925 Geneva
protocol, heavy encryption of SS-X-25
missile test telemetry in violation of
SALT 1II, deployment of a large
phased-array radar in central Siberia
in violation of the 1972 Anti-Ballistic
Missile Treaty, testing or deploying
new missiles, the SS-X-25 and the SS-
16, respectively, in violation of SALT
1I; and other violations.

So I just thought it might be appro-
priate to kind of “review the bidding”
as we used to say when I was a bridge
player back at the University of Wyo-
ming Student Union in my student
days.

I thank the Chair.

Mr. BYRD. Mr. President, do I have
any time remaining?

The PRESIDING OFFICER. Two
minutes.

Mr. BYRD. Mr. President, I agree
with the distinguished acting Republi-
can leader that the Soviets have not
complied with the SALT II accords in
every respect.

I also agree that any sense-of-the-
Senate resolution should also point to
the Soviets as well and urge them to
comply and if I have anything to do
with the introduction of such a joint
resolution, it will do that.

So I would hope we would not pass
judgment for or against such a sense-
of-the-Senate resolution until we all
see the verbiage of it, and I would cer-
tainly want it to be bipartisan.
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As to the ratification of treaties, Mr.
President, if we want to really get into
semantics and perhaps that is what we
are dealing with, the Senate technical-
ly, does not ratify treaties. The Senate
approves the resolution of ratification.
The ratification itself actually takes
place with the exchange of the instru-
ments of ratification so the Senate
does not ratify. The Senate only ap-
proves the resolution of ratification.

I have had some difficulties with the
so-called SALT II treaty because the
Senate never approved a resolution of
ratification of that treaty. But at the
same time there are constraints within
those accords which if lived up to by
both parties will certainly advance the
cost of peace and lessen the likelihood
of a catastrophic nuclear exchange.

As long as the Soviets live within the
central systems and do not use their
production lines which are geared up
and ready to go, it seems to me that
we are acting in the best interests of
peace if we attempt to live within
those limits as well.

But the President has indicated, I
think, that the door is open, that if
the Soviets will take constructive
steps, they will be taken into account
and the summit will going forward. I
think that Mr. Gorbachev should be
urged to move in that direction,
should be urged to agree to a summit
on a definite date, and we should all
work together with the President and
stop the attempt to interpret what he
is saying in a way that confuses all. I
can understand how he himself might
even become confused.

Mr. President, I thank the Chair and
I thank the Senators for their pa-
tience.

Mr.

SIMPSON. Mr. President, I
yield back the remainder of the lead-
er’'s time to the leader.

I thank the Senator from West Vir-
ginia. I think we share a common view
of a common critical need.

RECOGNITION OF SENATOR
MUREKOWSKI

The PRESIDENT pro tempore. The
distinguished Senator from Alaska is
recognized.

TRADE WITH JAPAN

Mr. MURKOWSKI. Mr. President,
today 1 address my distinguished col-
leagues about a continuing and alarm-
ing development in our trade with
Japan.

In my first statement earlier this
week, Mr. President, on Tuesday, I
spoke of our overall trade deficit with
Japan, basically, the total amount
that we own Japan for goods and serv-
ices which we buy over and above our
sales to them.

Basically, Mr. President, they are
selling us more than we are selling
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them, and this amount has increased
to $45.2 billion in 1985.

Most of this deficit is due to manu-
factured goods which we buy in the
United States, automobiles, television
sets, stereos, and so forth. But the
alarming and rapidly growing portion
of our overall trade deficit is due to an
imbalance in another area and that is
services, services such as banking, in-
surance, construction, transportation,
and other professional services.

Thus, the United States used to lead
the world in providing these kinds of
services but over the past 3 years our
$1.3 billion service trade surplus with
Japan has turned into a deficit of $1.8
billion.

Since 1984, our service trade deficit
with Japan has increased by an alarm-
ing percentage of 166 percent.

So, basically, Mr. President, Japan
now sells us more service than we sell
them.

Also, on Tuesday I outlined how the
Japanese Government has presented
various proposals to deal with the defi-
cit in our trade. In the past 5 years,
there have been six different so-called
action plans to increase the amount of
America’'s export to Japan. But the
problems have grown worse and not
better.
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The purpose of my statement, Mr.
President, is not to be unduly critical
of Japan’s trade policies, but to point
out simply the inequity and the un-
fairness of Japan’s not having its mar-
kets open to our manufactured prod-
ucts.

Our overall trade deficit with Japan,
or the total amount we owe Japan for
goods and services we buy over and
above our sales to them, has increased
to $45.2 billion in 1985. Most of this
trade deficit is due to manufactured
goods such as automobiles, televisions,
or stereos—but an alarming and grow-
ing portion of our overall trade deficit
is due to an imbalance in services such
as banking, insurance, construction,
transportation, and other professional
services. We used to lead the world in
providing these kinds of services. But
over the past 3 years, our $1.3 billion
service trade surplus with Japan has
become a deficit of $1.8 billion. Since
1984, our services trade deficit with
Japan has increased 166 percent.

On Tuesday, I also outlined how the
Japanese Government has presented
various proposals to deal with the defi-
cit in our trade. In the past 5 years
there have been six different so-called
“action plans” to increase the amount
of American exports to Japan. But the
problems have grown worse, not
better.

Today, I want to share with my col-
leagues some concrete information on
our services trade situation with
Japan. This information was revealed
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in a hearing I conducted last Thursday
in my Foreign Relations Subcommit-
tee on East Asia and Pacific Affairs.
The first two witnesses—H.P. Gold-
field, Assistant Secretary of Trade De-
velopment in Commerce, and Ray-
mond Hodge of the construction and
engineering firm of Tippetts, Abbett,
MecCarthy, and Stratton—gave shock-
ing testimony on our inability to get
access to the Japanese market in con-
struction services.

In July 1985, the Japanese Govern-
ment announced an “action program
for improved market access” that
promised to open up public projects
for bidding by foreign firms. Simulta-
neously, Japan has initiated design
and construction studies for a new
international airport on a man-made
island near Osaka. Called the Kansai
International Airport project, this con-
struction is estimated to provide $8 bil-
lion in business for construction and
engineering companies.

The firm coordinating the project,
Kansai International Airport Co., is
two-thirds owned by the Japanese
Ministry of Transport. Also, the Japa-
nese National Government is provid-
ing direct funding, low cost loans, and
has loaned government employees to
the project. For all intents and pur-
poses, this is a government-sponsored
project, and American firms expected
to be able to participate in it.

However, we have learned that the
Japanese are balking at foreign par-
ticipation, and will not hold an inter-
national open bid and tender. Japa-
nese construction firms have vigorous-
ly opposed foreign entry to the
market.

The Japan Civil Contractors Associa-
tion and other industry groups have
publicly opposed foreign participation.
They have stated that their domestic
industry is in a depressed condition,
and that foreign firms are unfamiliar
with Japanese business practices and
policies. In response to United States
protest about closed bidding proce-
dures, Japanese Ministry officials
insist they do not control the project
and that it is not subject to “action
plans.”

But the real reason was stated by a
prominent official of the Nakasone ad-
ministration. He said: “If we give way
in this instance, the Americans will
want free and open international bid-
ding and tendering on the planned
construction of a bridge and tunnel
across Tokyo Bay, a $12-billion
project. Earlier this week the Wall
Street Journal reported that the
Kansai Airport Corp. had ruled out
foreign participation, saying it did not
want to delay construction by allowing
foreign bidding on the contract.

Over the past 20 years, despite sub-
stantial efforts to crack the Japanese
construction market, only one con-
struction project has involved partici-
pation of an American firm (Pacific
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Architects and Engineers). And this
project took place because the World
Bank insisted on open bidding before
it approved financing.

In contrast to this lack of access to
the Japanese market, the United
States market is open to Japanese con-
struction and engineering firms. Last
year, the United States was the largest
source of overseas construction for
Japanese companies. Witnesses at the
hearing said 18 Japanese firms did $1.7
billion worth of construction business
in the United States, and United
States business was one-eighth of
Japan's total international business in
this sector.

Let me draw attention to activities
of some aggressive Japanese firms,
starting with Kumagai Gumi Co., Ltd.
with the help of its wholly-owned
United States subsidiary, Kuman USA,
this firm recently picked up contracts
worth $1.2 billion for office and condo
development in Manhattan. It also
gained a $100-million joint-venture
project with the city of Belmont, CA
for a mixed-use office and recreational
complex. Company president Tachiro
Kumagai, I would gently point out to
my distinguished colleagues, is also
the chairman of the Japanese Civil
Construction Industry Association. It
was he who told a news conference he
was opposed to foreign participation in
the Kansai Airport project because it
would “cause confusion.”

Other examples were mentioned at
the hearing. Kajima Corp., number 68
in the list of top 400 contractors in the
United States, received a contract for
a $30-million hydro plant in Kentucky
and a contract for the U.S. Embassy
building in Cairo. They did $314.5 mil-
lion in U.S. business last year.

Ohbayashi Gumi Corp. has a joint
venture contract for the Arizona De-
partment of Transportation for a $50-
million tunnel. Japanese firms recent-
ly have won contracts for construction
of a Mazda plant in Michigan and a
Toyota plant in Kentucky.

These facts speak for themselves.
The United States market in construc-
tion is open for Japanese firms. Japa-
nese, however, see their market as
their exclusive domain. As our wit-
nesses said repeatedly, ‘“that ain’t
falr? e

The hearing also considered the Jap-
anese banking, brokerage, and insur-
ance services, where there are similar
patterns. Our markets are open to
Japanese banks, insurance firms, and
securities firms. For example, Nomura
and Diawa Securities, two of Japan's
largest securities firms, have become
primary dealers in United States Gov-
ernment securities. American firms, on
the other hand, pay exorbitant fees
to get into the Tokyo stock market
and are limited by regulations from
participation in the primary Japanese
securities market.
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The Japanese banking industry has
undergone some deregulation in recent
years, but United States bank oper-
ations still face more limitations than
Japanese banks face in the United
States. As a result, United States
banks have only 3 percent of the bank-
ing assets in Japan. Japanese banks
have experienced phenomenal growth
in recent years and now enjoy 7 per-
cent of commercial and industrial
loans in the United States.

American insurance firms face long
waiting periods for application approv-
al and other problems of “transparen-
cy” in the Japanese market. Regula-
tory authorities are reluctant to li-
cense new insurance lines. As a result,
the 42 foreign insurance companies
doing business in Japan have only 3
percent of this lucrative market (the
world’s second largest). But there are
no deterrents at all to entry of foreign
insurers to the U.S. market.

What witnesses had to say at the
United States-Japan services trade
hearing pointed to deep-seated prob-
lems of market access. I have com-
mended Prime Minister Nakasone on
countless occasions for his attempts to
address problems of unfairness in
United States-Japan trade.

The hearing, however, showed that
the Prime Minister is not getting the
cooperation and assistance of his own
bureaucracy. And he faces strong op-
position from the Japanese private
sector.

We have not been successful in deal-
ing with this problem because we have
failed thus far to take direct action. I
have asked Secretary Shultz to com-
municate my concerns directly to the
Japanese Government, and ask that
American firms be permitted to bid on
the Kansai Airport construction
project. I have requested his response
by June 26.

I ask unanimous consent that my
letter to Secretary Shultz be entered
in the RECORD.

Thank you, Mr, President.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

JUNE 10, 1986.
Hon. GEORGE P. SHULTZ,
Secretary of State, Washington, DC.

DEeAR SECRETARY SHULTZ! This last Thurs-
day, I chaired a hearing of the Senate Sub-
committee on East Asia and Pacific Affairs,
concerning U.S.-Japan Services trade.

I was deeply alarmed at testimony con-
cerning construction of the new Kansai air-
port in Japan. This major project, which
will involve approximately $8 billion in new
contracts, has not been opened for competi-
tive bidding by American companies. The
firm coordinating the project is under ma-
jority ownership of the Japanese Ministry
of Transport, and the national government
is providing direct funding, low cost loans,
and key employees for the project. Yet in
response to U.S. concerns regarding closed
bidding procedures, Ministry officials insist
they do not control the project and it is not
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subjeet to the 1985 action plan (which
pledged to open up public works projects to
foreign firms).

In recent years, the U.S. has become the
largest source of overseas construction for
Japanese companies. Meanwhile, our
firms—which are globally competitive in
major project construction—are unable to
gain access to the Japanese market on con-
struction projects. I ask that you make rep-
resentation of this glaring inequity to the
Japanese government.

In addition, I request that the State De-
partment communicate with Japan to deter-
mine whether U.S. firms will specifically be
given the opportunity to bid on the Kansai
airport project. Because the likely Japanese
response will be general assurances, I fur-
ther ask that Japan explain why the Kansai
project has been excluded from the 1985
Action Plan, and if this exclusion means
U.S. firms will not have a practical chance
to compete.

Because time is of the essence, I respect-
fully ask that the Department request a re-
sponse from Japan by June 26.

With best wishes and warmest personal
regards.

Sincerely,
FRANK H. MURKOWSKI,
U.S. Senalor.

Mr. President, I intend next week to
indicate in a special order corrective
action that must be taken in order to
encourage that Japan open its markets
in the same manner in which the
United States has opened its markets
to Japan.

I thank the Chair.

RECOGNITION OF SENATOR
PROXMIRE

The PRESIDENT pro tempore. The

distinguished Senator from Wisconsin
[Mr. ProxmMIRE] is recognized for a
period not to exceed 5 minutes.

THE FIVE WAY NUCLEAR ARMS
RACE

Mr. PROXMIRE. Mr. President, for
many years most Americans have
viewed the nuclear arms problem as 90
percent concerned with the super-
power nuclear competition of the
United States and the Soviet Union
and about 10 percent with nuclear pro-
liferation. Now there is a new element.
Somehow we have ignored the fact
that there are now and have been for
more than 20 years not just two full
fledged nuclear powers in the world.
There are five. They are the United
States, the U.S.S.R., the United King-
dom, France, and the People’s Repub-
lic of China. All of us know this. But
few of us pay any attention to the nu-
clear weapons power of the United
Kingdom, France, and China.

Why should we? After all, do not the
nuclear arsenals of the United States
and the Soviet Union each dwarf the
nuclear armed power of the other
three members of the nuclear club?
Are we not talking about midgets and
giants here? Does not the United
States and the Soviet Union each be-
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stride their own half of the world with
10,000 strategic nuclear warheads
each? Does not the arsenal of each of
the other three nuclear powers
amount to a few hundred strategic nu-
clear weapons? Is not this just kid
stuff? Are we and the Soviets not the
only big boys who count?

The answer is that the situation is
changing and it is changing very swift-
ly. The kids are rapidly becoming big
boys and very tough big boys at that.
The egos of the superpowers and the
egos of the superpower leadership
have been served by this assumption
that we and the Soviets have been, are
now, and will continue to be the only
significant nuclear game in town. But
we are not. First, the few hundred
strategic nuclear weapons possessed by
the British and the few hundred de-
ployed by the French could each sepa-
rately destroy the Soviet Union as an
organized society, and even if there
were no retaliation, such an attack
could possibly trigger a nuclear winter
that would ravage the Earth.

Second, both the United Kingdom
and France are separately planning a
striking buildup of their nuclear
forces. Within 5 years each of these
two countries will have deployed more
than 1,000 strategic nuclear warheads.
They will be deployed in a highly sur-
vivable mode in submarines and bomb-
ers. Within 15 years—before the end
of the century—the United Kingdom
and France each will have more than
2,000 strategic nuclear warheads. Oh,
sure these arsenals will each be far
less than the nuclear arsenals of the
U.S.S.R. and United States but the
United Kingdom and France will be
building over the next few years inde-
pendent nuclear striking forces that
could greatly increase the threat to
the U.S.S.R., make NATO far less co-
herent and less reliable. That is not
all. The increased nuclearization of
United Kingdom and French military
power is a response to a simple fact of
military economy. Lethal pound for
lethal pound nuclear power consti-
tutes an irresistible bargain. France
and the United Kingdom can save bil-
lions in conventional tanks, and planes
and warships by building their own
awesome nuclear deterrent at a far
lower cost. They can also reduce their
dependence on NATO in the process.

And is all this likely to be lost on
China? China has become the fastest
growing economic entity in the world.
It is already a full fledged nuclear
power. It is rapidly developing the eco-
nomic strength to become a super nu-
clear power.

All this may appear to be very bad
news for the Soviet Union which may
be on the verge of facing from hostile
major nuclear powers in the near
future. But is it such good news for
the United States? Or for mankind
throughout the world? Will not the
world be less safe with a finger on the
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big nuclear button in five countries in-
stead of in two? Is not the prospect of
a nuclear war that could finish us all
magnified when any one of five na-
tional leaders can start the end of the
world instead of two? And why should
this remarkably cheap and immensely
effective military power stop at five?
With the onmoving technological im-
provement in nuclear weapons and the
swift reduction in cost and especially
the example of England and France, a
dozen or more nations can afford and
may soon choose major nuclear arse-
nals as the way to ensure their sover-
eign independence at bargain prices.
So the fingers on the nuclear trigger
multiplies.

HOW BRING BACK BRIBERY
BILL. ENCOURAGES THE KNOW-
ING WINK AND BRIBERY

Mr. PROXMIRE. Mr. President, this
is the third in my series of speeches
against S. 430, the bring back bribery
bill. Today I will discuss still another
specific provision of that proposed bill
that would gut the Foreign Corrupt
Practices Act. Since 1977 when the
Foreign Corrupt Practices Act became
law what has happened to the bribery
scandals that rocked our country in
the early 1970's? They stopped. They
stopped cold. The Foreign Corrupt
Practices Act did its work.

What had become an epidemic of
bribery by American corporations
abroad ended. By epidemic I mean ex-
actly that as shown by the results of
the investigation by the SEC that re-
vealed that some 450 American corpo-
rations had made more than $300 mil-
lion in questionable payments to for-
eign officials.

Today I will discuss still another
change in the bring back bribery bill.
S. 430 would delete from the present
law the provision that makes a corpo-
rate official responsible for a payment
by an agent of his corporation if he
had “reason to know” such payment
constituted a bribe. S. 430 would drop
the ‘reason to know"” language and
substitute therefore the following: “it
shall be unlawful corruptly to
direct or authorize, expressly or by a
course of conduct . . . a payment, gift,
offer . . . to a foreign official for any
of the purposes set forth.”

Mr. President if ever there were gut-
ting language, this is it. Why is it gut-
ting language? Consider: Under the
present Foreign Corrupt Practices Act
a chief executive officer of a corpora-
tion is made responsible for any illegal
payments by his foreign agent. So the
CEO must set up safeguards to assure
himself that payments will be legal
and specifically will not include
moneys that may become bribes. If
the corporate money is paid in the
form of a bribe, and if the CEO knew
or had reason to know it was a bribe
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the CEO is responsible. He can be
prosecuted. He can be fined. He can be
jailed. He can be ruined. Is that bad?
No, this is precisely why the act has
worked. This is why corporate bribery
that so disgraced our country and our
friends and allies abroad has ceased
since the Foreign Corrupt Practices
Act became law in 1977.

What happens if the Congress
enacts S. 430 with “reason to know"
deleted and in its place Congress
simply inserts the requirement that
American corporation executives can
only be prosecuted if they *‘direct or
authorize expressly or by a course of
conduct a payment to a foreign offi-
cial.” The answer was given by Harold
Williams who formerly chaired the
SEC in testimony before the Senate
Banking Committee in 1981. Williams
testified about a similar bill at that
time. He said:

I am concerned with the pending bill's de-
letion of reason to know standard from the
Act. If enacted with this deletion, it would
be possible for management to adopt the
“shut eyed” approach whereby liability
would be avoided by remaining oblivious to
the actual facts and circumstances underly-
ing the subject transactions. Further it
would encourage a form of managerial irre-
sponsibility that should not be the underly-
ing effect of federal legislation and would
give rise to an environment of do what you
need to do, just don't tell me.

Williams was not alone. Here is how
Ted Sorenson, former assistant to
President Kennedy, put it:

Surely that invites a wide-open return to
the knowing wink and the pregnant nod by
not including those who knowingly aid or
abet such payments.

Now, Mr. President, let us not kid
ourselves. Does anyone really believe
that if we enact S. 430 we will not in-
crease the temptation for corporation
officials to go back to the old bribery
ways? The temptations are immense.
When Lockheed bribed the Prime
Minister of Japan with a $1.6 million
payment, Lockheed won a $420 million
contract and made a profit of tens of
millions of dollars on the deal. This
was before the Foreign Corrupt Prac-
tices Act was on the books. It is true
that Lockheed did run afoul of an-
other law that cost them an $847,000
fine. But none of Lockheed's execu-
tives suffered any penalty whatsoever.
That bribe turned out to be a highly
profitable deal for Lockheed. Subtract
the cost of the bribe and the fine and
Lockheed still made a bundle net, If
we pass the bring back bribery bill, S.
430, and in the process delete "reason
to know™ and substitute the require-
ment that prosecutors have to prove
that an official personally directed the
bribe, or expressly authorized the
bribe, or engaged in a course of con-
duct that showed his corruption, cor-
poration executives that want to make
foreign sales can and will relax. The
pregnant nod, the knowing wink, the
old shut-eye, the instructions to “do
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what you need to do, just don’t tell
me” will be back in vogue. The For-
eign Corrupt Practices Act will be
gutted, ruined, a dead letter. Do you
see why we call S. 430, the bring back
bribery bill?

THE MYTH OF THE DAY

Mr. PROXMIRE. Mr. Predident, the
myth of the day is that Congress no
longer has to worry about automatic
budget cuts this fall. This myth will
soon come to haunt us.

Why this optimism when Congress
was so afraid of the defict only 6
months ago that it passed CGramm-
Rudman in an act of desperation?
First, both the Office of Management
and Budget [OMB] and the Congres-
sional Budget Office [CBO] made the
task look easy by assuming healthy
economic growth. Second, both Houses
of Congress passed budgets meeting
the Gramm-Rudman targets without
the usual fuss. Finally, many people
are hoping the Supreme Court will
strike down the “automatic cuts” part
of the law.

This Senator believes that this opti-
misim will soon fade and here is why.
The economy is performing sluggishly,
at best. Even if we manage to avoid an-
other recession—no certainty—we are
unlikely to experience economic
growth as vigorous as assumed in our
budgets. This means that the deficit
will increase. The key question now is
when the CBO will revise their fore-
cast to reflect this reality.

Next, look at the budgets passed by
each House of Congress. Each con-
tains some gimmicks. Compromise has
been hard to find. The longer this im-
passe lasts, the more likely conferees
will be to resort to even more gim-
micks as a way of resolving the differ-
ences. The recently passed supplemen-
tal appropriations bill is a textbook ex-
ample of how to use gimmicks to avoid
problems with Gramm-Rudman. The
difficulty with this approach is that it
may work for 1 year but at the cost of
putting us deeper in the hole there-
after.

Remember last fall when the big ar-
gument was over whether Gramm-
Rudman would “bite” in 1986. Con-
gress settled this dispute by agreeing
that it would and set a deficit ceiling
of $172 billion. Some ceiling! The 1986
deficit will be closer to $220 billion,
about what was projected before
Gramm-Rudman passed. The 1987
budget is well along this path.

Finally, the Supreme Court may
well strike down part of the Gramm-
Rudman law. But that would merely
throw the issue right back in our laps.
We would then be faced with the pros-
pect of passing a sequester order with
an election less than 2 months away.
That prospect is not one which en-
courages optimism about our ability to
reduce the deficit.
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Mr. President, Congress is now
making the age-old mistake of count-
ing our chickens before they hatch.
Unfortunately, that is no myth.

Mr. President, I yield the floor.

Mr. INOUYE. Mr. President, I sug-
gest the absence of a quorum.

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. McCONNELL. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

RECOGNITION OF SENATOR
McCONNELL

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senator from Kentucky [Mr. McCoN-
NELL] is recognized for a period not to
exceed 5 minutes.

S. 2553—CONSOLIDATED FARM
AND RURAL DEVELOPMENT
ACT AMENDMENT TO OFFER
TRAINING IN ADVANCED MAR-
KETING TECHNIQUES

Mr. McCONNELL. Mr. President, I
rise today to introduce legislation
which will require farmers who receive
Farmers Home Administration operat-
ing or farm ownership loans or loan
guarantees to complete training in ad-
vanced marketing techniques.

By manner of introduction, I would
like to bring to the attention of my
colleagues two articles which recently
appeared in the June 9 edition of the
Lexington Herald Leader.

The first is printed under the head-
ing “Value of Kentucky Farmland at
Lowest Level Since 1979.” The article
describes the bleak landscape of Amer-
ican agriculture: Average farmland
values dropping 12 percent in the last
10 months and 37 States showing de-
clining farmland values over the past
year. These are very visible symptoms
of the crisis our Nation's farmers now
face. But I do not need to remind my
colleagues of this—we see it every day
on the television; we read it in the
newspaper; we hear of the tragedies
from our constituents. I ask unani-
mous consent that this article be
printed in the REcorp at this point.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

VaLUE oF KENTUCKY FARMLAND AT LOWEST

LEVEL SiNcE 1979
(By Roger Nesbitt)

The nation’s farm recession is continuing
to take a toll on farmers’ greatest asset: the
value of their land.

The average value of an acre of American
farmland dropped by 12 percent—to $596—

during a 10-month period that ended in Feb-
ruary. That represents a 28 percent decline
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from the record high of $823 that was re-
corded in April 1982, according to a recent
report from the U.S. Department of Agricul-
ture.

Kentucky's farmland is valued at its
lowest level since 1979. A 4 percent decline
reported in the department’s latest survey
puts the Kentucky average at $870 an
acre—a 17 percent drop from the record
$1,058 in 1982.

Kentucky fares well in comparison with
the five-year declines reported in the Mid-
west gain belt: Iowa, 70 percent; Nebraska,
64; Indiana, 57; Illinois, 55; Ohio, 53.

But Kentucky's average is misleading be-
cause it is propped up by the high values of
horse-farm land in Central Kentucky.
Throughout the Western Kentucky grain
belt, farmland is selling for about half of
what it did five years ago. And other areas
of the state are not far behind, according to
agriculture economists.

“You have a unique situation in Ken-
tucky,” said William Heneberry, a USDA
economist who compiled the report based
on a national survey of farmers, real estate
brokers and lending institution. *“Ken-
tucky’s values held up better than most
states because the areas of Central Ken-
tucky are holding up relatively well.

“But we have found that the western part
of your state is just about on par with
what's going on throughout the Midwest. If
you throw out the horse farms, Kentucky
probably would be more in line with states
like Missouri and North Carolina, which
had 8 and 9 percent drops.”

Nationally, 37 states registered declines in
the latest survey, and 21 had more than a 10
percent drop. Increases were recorded in 11
states, including Virginia (5 percent), Ten-
nessee (1 percent) and all of the New Eng-
land states.

The latest value figures range from a high
of $3,913 per acre in New Jersey to a low of
$134 in New Mexico.

Land values began to skyrocket in the
mid-1970s with the beginning of a seven-
year period popularly known as “the golden
years” for agriculture. High market prices
and decreased production costs brought
farmers big profits, and as a result, their
land was worth more.

Many farmers were seduced by the high
profits and favorable lending programs
during that period. They expanded oper-
ations by buying land at the inflated prices.
Kentucky was part of that trend as the av-
erage value of an acre of the state's farm-
land soared from $427 in 1975 to a peak of
$1,058 in 1982.

But since then, land values have plunged
under the weight of depressed commodity
markets and high interest rates. Today, a
good number of farmers are saddled with
land worth considerably less than what they
gave for it.

Some agriculture economists are predict-
ing that the situation will improve this year
as farmers benefit from lower interest rates,
reduced production costs and new govern-
ment farm programs geared toward stabiliz-
ing market prices.

Donald W. Shurley, an economist for the
University of Kentucky College of Agricul-
ture's extension service, said he didn't
expect any improvement in Kentucky this
year. But he added that “there are a lot of
reasons to think it will stabilize in the next
few years.”

0 0940

Mr. McCONNELL. We have reason
to believe, Mr. President, that these
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problems are symptoms of a long-
term, fundamental change in Ameri-
can agriculture. A recent report by the
Office of Technology Assessment,
“Technology, Public Policy, and the
Changing Structure of American Agri-
culture,” indicates that by the year
2000 there will be 1 million fewer
farmers than there are today. There
might be those who dispute this
figure, but nevertheless, I believe that
it is indicative of a basic reorientation
of the industry. Furthermore, agricul-
tural economists from a broad philo-
sophical spectrum of land grant uni-
versities all agree that 10-15 percent
of those persons currently engaged in
farming will not be doing so in 5 years.
The implication is clear: we will be
dealing with the agricultural transi-
tion for years to come.

The second Herald Leader headline
provides an interesting contrast to the
first. The article entitled “Vegetable
Co-ops Feed Farmer's Hopes” de-
scribes one small group of farmers'
effort to deal with economic hardship.
A few farmers in Kentucky have taken
innovative actions, involving a degree
of risk, to identify and exploit non-tra-
ditional markets for agricultural
produce. These kinds of projects tend
to demonstrate the potential for suc-
cess even during the depths of a finan-
cial crisis. I ask unanimous consent
that this article be inserted in the
RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

VEGETABLE Co-OPs FEED FARMERS' HOPES

(By Roger Nesbitt)

A small number of Kentucky farmers
have set out to produce about 10 million ex-
amples of how to offset sagging income
from tobacco and other traditional crops.

That's the number of fresh vegetables
that could be sold this summer through
four farmer cooperatives trying to set a new
course for Kentucky agriculture,

About 800 members of the cooperatives in
Lexington, Beattyville, Monticello and Hop-
kinsville have planted hundreds of acres of
bell peppers, cucumbers, cabbage, squash
and tomatoes. And when the harvest of
some of these crops begins later this month,
farmers and co-op leaders hope to have
proof—high yields, high-quality crops and
profitable sales receipts show that fresh
vegetable production should be a growing
enterprise in Kentucky.

“We have these co-ops providing that
missing link between the growers and cus-
tomers—now we need to establish a good
reputation for Kentucky products,” said
Larry Swetnam, manager of Kentucky Agri-
cultural Marketing, the Lexington-based co-
op.
“We need a good supply of quality
produce this year. That would give us a
good foundation for future growth.”

Kentucky vegetable sales amount to about
$19 million a year, compared with $500 mil-
lion for burley tobacco, the leading cash
crop.

While no one is suggesting that vegetables
can supplant burley, Swetnam and others
said fresh produce had the potential to be a
$200 million business in the state.
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“It's not the salvation of agriculture
here,” Swetnam, said. “As great as the po-
tential is, we know it's not for everyone.

“But I know that if we can provide them
with the market and the mechanisms to sell,
many of our farmers can do the job. They
can establish a market and profit from it.”

The co-ops in Lexington and Beattyville
are beginning their second year with high
hopes of improvement from 1985, when
they lost a combined $60,000 because most
of their crops were ravaged by disease and
weather.

Both co-ops are making vast improve-
ments to their processing and packing
plants. And their members have increased
the amount of planted acreage this year.

Pennyrile Agricultural Marketing in Pem-
broke (near Hopkinsville), the state's new
co-ops has 65 farmers raising 150 acres of
peppers, squash and cucumbers. While it
seeks funding for a packing plant, the West-
ern Kentucky co-op will ship its crops to
Lexington for processing.

Cumberland Farm Products, Kentucky's
only established co-op, is building a $1.1 mil-
lion plant in Russell Springs to go with its
large facility in Monticello. Membership has
increased by 10 percent this year, to 551
farmers in five counties who are growing
about 850 acres of peppers, cabbage and to-
matoes, according to manager Larry Snell.

Co-op leaders said many members were
young, progressive farmers seeking to lessen
their dependence on burley tobacco, cattle
and grain crops—the traditional staples of
Kentucky farms.

Andy Graves of Fayette County is one
such farmer.

Graves, 28, said he was trying bell peppers
because he had been “struggling” to keep
his 1,500-acre farm by raising burley and
beef. In four years his burley production
quota has been cut from 50 acres to 30 acres
as part of changes in the troubled federal
tobacco price support program.

Meanwhile, the value of his 500 head of
cattle has declined during the nation’s pro-
longed farm recession, he said.

Graves joined the Lexington co-op last
year and says he made “a little money"” on
the sale of three acres of peppers.

This year he has planted 20 acres—about
200,000 plants—and he's hoping to expand
to 70 acres of his land that can be readily ir-
rigated.

He doesn’t intend to stop growing burley,
he said, and doesn’t expect to get rich off
vegetables. But he thinks that 10 years from
now, vegetables will be as important to his
farm as anything else.

“I'm anxious to do whatever I can to cover
all corners for the years ahead,” he said.

“Farming is at a lull right now, and
there's going to be rapid changes in the
next 10 years. We're receiving less for these
traditional commodities. But modern Amer-
ica is eating more vegetables. It makes sense
to move to something that the market
wants.”

A member of the Lexington co-op’s board
of directors, Graves is bullish on the con-
cept of uniting producers in order to meet
the demands of large markets.

“There aren’t many farmers who have the
resources to establish a retail or wholesale
market for a large-scale enterprise. The co-
op does that for them," he said.

Marlene McComas of Owen County, an-
other member of the co-op's board, said the
lack of a viable market kept her out of the
business for several years.

“I had been trying to get in with proces-
sors for years, but they all had long waiting
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lists. And I didn't have time to stand around
an% sell out of the back of a truck,” she
said.

Dwight and Marlene McComas joined the
co-op last year and made a small profit on
1'%z acres of peppers and a half-acre of cu-
cumbers, They doubled their plantings this
year, Mrs. McComas said.

“We're going to stick with this for four or
five years to see how well it works, and then
hopefully we'll expand in a big way,” she
said.

Swetnam, an agricultural engineer on loan
to the Lexington co-op from the University
of Kentucky, is organizing a federation to
coordinate the efforts of the Lexington,
Beattyville and Hopkinsville groups.

The three co-ops have an arrangement to
market their vegetables through a Georgia
company that sells the produce when hot
weather delays production in the South.

The Lexington and Beattyville co-ops had
that arrangement last year, but sales were
stymied by the low yields brought about by
a winterlike spring and a bacterial disease.

The Lexington co-op harvested only 30
percent of its projected crop of bell peppers
and lost about $20,000. As a result, only half
of last year’s 93 members have signed up for
this year, Swetnam said.

However, a surge of newcomers pushed
membership to 108 farmers in 30 counties.
They have planted 300 acres of bell peppers,
35 acres of cucumbers and smaller portions
of cabbage, squash, eggplant, zucchini and
other types of peppers.

That's three times the acreage of last
yvear, and with a good growing season, the
co-op could sell up to 160,000 boxes of
produce worth as much as $1.5 million, ac-
cording to Swetnam.

The co-op has state and local bank fund-
ing for a $100,000 project for cold storage
and other improvements to its 25,000-
square-foot plant at the Parker Tobacco
Company Warehouse on South Broadway in
Lexington.

The plant includes a processing line where
the produce is graded, washed, waxed and
boxed; two coolers; and a loading dock.

Kentucky Mountain Farms in Beattyville
also was undeterred by a disastrous first
yvear: The co-op is making $120,000 worth of
improvements to its plant north of Beatty-
ville.

“We're going to have a state-of-the-art
plant that can handle up to 600 acres of
produce a season,” said co-op manager Jim
Worstell.

Last year the co-op finished $40,000 in the
red because of the loss of 82 percent of the
peppers and 75 percent of the cucumbers it
had expected to sell.

The co-op has retained its 211 members,
all of whom are tobacco farmers. But only
97 are growing vegetables this year. Those
farmers, who come from 11 counties, have
planted 175 acres of peppers, 75 acres of cu-
cumbers and five acres of green beans, Wor-
stell said.

With some encouraging results this year,
Worstell expects production to double in
the years ahead.

“A lot of our farmers who didn't do well
last year have decided to sit out this year to
see how it goes. I think we can get a lot of
them back,” he said.

Unlike the other co-ops, Cumberland
Farm Products does not market its crops
through a broker.

“We initiate our own marketing program,”
Snell said. “We go out and meet buyers;
we're selling to several major grocery chains
and to divisional warehouses.”
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Comberland Farm Products has prospered
because it has reached markets to the
north, which have a shortage of fresh
produce at the time when Kentucky's crops
are harvested.

The best think going for Kentucky grow-
ers, Worstell said, is the different harvest
periods for the competitors to the north and
south.

“There is definitely a market window
here. We can go north in the summer to
meet the lack of supplies in places like Chi-
cago and Detroit. We can go south with our
peppers and cucumbers in September and
October, when there's always a high price
down there.”

The biggest advantage of a co-op, Swet-
nam said, is that it enables growers to com-
pete in the national market.

“We've reached markets in Dallas, St.
Louis, Pittsburgh, Chicago, Philadelphia
and Atlanta because we have the crops at
times when they have had difficulties get-
ting them,” Swetnam said.

Graves, who has bought an irrigation
system that will allow him to expand his
pepper production said he was working to
reach the point where peppers are nearly as
profitable as burley.

“I've figured that I can get $1,000 an acre.
That’s not going to make me rich, but it
would sure help keep me on this farm,” he
said.

Mr. McCONNELL. Mr. President, I
think that the initiatives of these in-
novative farmers serves to illustrate an
important need, a need which the leg-
islation I am proposing today will ad-
dress. In today's agriculture, the chal-
lenge for the American farmer is not
just to produce effectively and effi-
ciently, but to remain profitable under
very difficult economic circumstances.
To survive, the farmer must weigh
more considerations than merely those
dealing with production. Accordingly,
more attention must be focused on the
business aspect of production agricul-
ture. Management and marketing deci-
sions have become critically important
to any farm operation and these deci-
sions will ultimately determine the
success or failure of the operation.

Moreover, as these decisions have
become more crucial, they have
become more complex. Marketing, for
example, need no longer be a matter
of taking grain to an elevator after
harvest, or taking cattle to the stock-
yvard. The modern farmer will consider
such alternatives as hedging through
the futures market, utilizing options
to lock in a price for his commodity,
electronic marketing, cooperative mar-
keting, or direct sales to consumers.
Farmers have at their disposal the
most up-to-date price and market in-
formation and sophisticated computer
software that has been developed to
assist farmers making marketing deci-
sions.

However, not all farmers utilize
these many opportunities which could
give them an edge on the market and
improve the viability of their oper-
ation. Given the multitudes of deci-
sions a farmer must make and infor-
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mation that must be assimilated, it is
no wonder that the typical American
farmer is unaware of, or does not en-
tirely understand, recent develop-
ments in marketing technologies. This
is the problem my bill seeks to ad-
dress. Through the resources of the
USDA, primarily the Cooperative Ex-
tension Service, training in utilization
of the latest marketing tools and tech-
nologies available would be made a re-
quirement for receiving a loan or loan
guarantee from the Farmers Home
Administration.

What I am proposing here is nothing
new or revolutionary. Provisions of the
1985 Food Security Act and major
steering committees of the Extension
Service have recognized marketing as
an important component of profitabil-
ity. This legislation will serve to rein-
force the fine efforts of the Extension
Service and to focus them into a com-
prehensive educational initiative. I
would point out that, since my propos-
al mirrors the Extension Service's
desire to commit more resources to
promoting improved profitability, the
training I propose can be provided at
minimal cost to the taxpayer.

Why require FmHA borrowers to re-
ceive this training? Examining
FmHA's loan activities over the past
decade indicates a marked trend: Rap-
idly growing dollar commitments and
growing loan delinquencies. Mr. Presi-
dent, I ask unanimous consent that a
table which more fully describes this
situation be included in the REcorD at
this point.

There being no objection, the table
was ordered to be printed in the
REcorbD, as follows:

WHAT ARE FmHA'S FOLIO CHARACTERISTICS FOR MAJOR
FARMER PROGRAMS?

[Doltar amounts in millions]

Nur;ter Number

QOulstanding
of loans

borrowers ey

As of June 30, 1985
Farm ownership
Opesating loans
Emergency dsaster

125,113
123639
122,481

162,507
207,347
288,889

79,841

§1.360.1
5,969.9
98176

54.199 41714

16,415 18,635 2994

41847 751218 217184

Economic disaster
Soil and water ..

Total

Source: FmHA briefing. “An Overview of Farmer Program Debl. Definquen-
cies, and Loan Losses,” p. 29

[Doltar amounts in millions)

Number

1985 foan actwity e

Amount

Operating loans

30.821
Dwnership loans

5210

$19325
5330
Source: FmHA briefing, “Debl Restructuring Activities During the 1984-85
Farm Credit Crisis,” p. 75
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FmHA MAJOR FARMERS PROGRAM DELINQUENCIES AS OF
JUNE 30, 1986

Dehinquent
over 3
years

Defnguent

$390.8
980.0
3915.6
1.061.3
315

6.385.2

farm ownership §2247
Operating loans
Emergency disaster
Economic emergency

Sodl and water....,
Total

Source: FmHA briefing, “An Overview of Farmer Program Debl, Delinguen-
oes, and Loan Losses,” p. 62

TOTAL FmHA DEBT, DECEMBER 31, 1975-84

FmHA FmHA
debt Year debt
( billions ) (Billions )

5

1
]
|
9
J

1978 — . 1

Source: FmHA briefing, “An Overview of Farmer Program Deb!, Delinquen-
cies, and Loan Losses,” p. 15,

Mr. McCONNELL. This trend trans-
lates into a growing expense to the
taxpayer. I do not believe that it is un-
reasonable to expect FmHA borrowers
to take actions to display that their
money is being well invested. In addi-
tion, the OTA report quoted above em-
phasizes the potential for FmHA to
fulfill a role, through cooperation with
various Federal agencies, in providing
training and transfer of technologies
in association with its loan making ac-
tivities. Many of its clients, the report
notes, lack the physical resources to
compete with larger scale operations,
but they do have an abundance of
labor. This labor can be enhanced and
developed through the kind of train-
ing I have been discussing.

It is not my objective, Mr. President,
to underestimate the abilities or re-
sourcefulness of FmHA borrowers.
Many former borrowers have taken
advantage of management and produc-
tion methods and marketing tools to
substantially improve their operations
and “'graduate’” from FmHA borrowing
programs. I would assume that the De-
partment of Agriculture officials in-
volved in implementing this program
would establish some method by
which a farmer could certify his famil-
iarity with the subject matter involved
and thereby waive the training re-
quirement.

Regardless, I strongly believe that
those farmers who are among the
hardest hit by the current agricultural
crisis would derive great benefit from
training in marketing techniques. This
important training will provide FmHA
borrowers with an opportunity to take
action to improve the financial stabili-
ty of their operations by using the
market rather than letting it use
them. It has been widely reported that
two-thirds of all farm commodities are
sold at the lowest one-third of the
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market. This bill begins to address this
problem.

And I do not envision this program
restricted solely to FmHA borrowers.
It could be open to anyone interested
on a voluntary basis—bankers, agri-
businessmen, or other farmers—so
that they too can become more aware
of the latest marketing technologies.

Mr. President, I realize that this sort
of training is no panacea for the many
ills which plague agriculture, but it
will provide an opportunity for the
most financially vulnerable producers
to improve their chances at surviving
in a competitive industry. If we are to
provide any lasting assistance to the
farming community we must look to
the future, and help them to effective-
ly deal with the massive transition
ahead.

Mr. President, I ask unanimous con-
sent that the bill be printed at this
point in the RECORD.

There being no objection, the bill
was ordered to be printed in the
RECORD, as follows:

S. 2553

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

SECTION 1. ADVANCED MARKETING TRAINING.

(a) In GENERAL.—The Consolidated Farm
and Rural Development Act is amended by
adding after section 352 (7 U.S.C. 2000) the
following new section:

“Sec. 353. (a) In the case of applicants for,
and borrowers of, real estate and operating
loans insured, made to be sold and insured,
or guaranteed in accordance with subtitles
A and B, respectively, the Secretary shall
offer training in advanced marketing tech-
nigues for commodities, livestock, and aqua-
culture produced by such applicants and
borrowers, including (where approriate as
determined by the Secretary) training in
the use of futures and options markets.

“{b) To be eligible to obtain a real estate
or operating loan, or guarantee for such
loan, under subtitle A or B, respectively, an
individual must complete training in ad-
vanced marketing techniques referred to in-
subsection (a).”.

(b) EFFECTIVE DATES.—

(1) OFFERED TRAINING.—Section 353(a) of
the Consolidated Farm and Rural Develop-
ment Act (as added by subsection (a)) shall
apply to real estate and operating loans and
loan quarantees outstanding on the date of
enactment of this Act and loans and loan
guarantees made on or after such date.

(2) ELIGIBILITY FOR LOANS OR LOAN GUARAN-
TEES.—Section 353(b) of the Consolidated
Farm and Rural Development Act (as added
by subsection (a)) shall apply to real estate
and operating loans and loan guarantees
made on or after the date of enactment of
this Act.

RECOGNITION OF SENATOR
MELCHER

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senator from Montana [Mr. MELCHER]
is recognized for not to exceed 5 min-
utes.
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AGRICULTURAL EXPORTS

Mr. MELCHER. Mr. President, we
have all heard that old saying that we
cannot see the forest for the trees.
When it comes to expanding and
moving the huge amounts of surplus
agricultural commodities that we now
have here in storage in the United
States in our granaries and our ware-
houses, I think the reverse is true.
This administration cannot find the
trees for the forest. We have huge
quantities of wheat, over 1 billion
bushels, that are surplus to our needs.
We have 2 billion pounds of milk,
cheese, and butter sitting at Federal
warehouses where we pay storage
costs, and there is much more to come,

Here at home we have a failure in
finding how to use our outreach pro-
grams through the Department of Ag-
riculture and through other Federal
agencies, and we find that sometimes
senior citizens cannot get the surplus
food commodities that they would like
to have for their meals programs, or
the Salvation Army fails to have
enough of what they need to distrib-
ute to the hungry. Even our charitable
organizations, primarily church food
banks, cannot find the food to give to
the hungry right here.

Abroad, we have a peculiar situation
where we run the store this way: We
want to sell, we want to dispose of
these surplus commodities abroad, and
our State Department dawdles and
diddles and tries to set up a policy that
they believe is correct in individual
countries.

The Agriculture Department hunts
for macrosales, those huge sales of
millions of tons to this or that country
where they could add up to be signifi-
cant so that we could recapture part of
the lost agricultural exports from the
United States. We are looking at ex-
porting about 25 million tons of our
surplus commodities abroad when only
a few years ago it was up as high as 48
million tons. So they are looking for
the macrosales. Meanwhile, the Presi-
dent seems to be befuddled, hapless
and ineffective.

Well, these macrosales that they
talk about, these huge sales, they are
the forest. They are the forest that
they are looking for, and the trees are
right in front of them. The trees are
the smaller sales, the smaller dispos-
als.

Let us look at the record.

We appropriated $225 million to be
used in Africa for food relief to a
whole series of countries. The State
Department tells us they will not use
it. Meanwhile, the State Department
tells us they are on a program of pri-
vatization. We looked at eight or nine
countries in Africa and around the
world where their privatization policy
last year delayed, blocked, or cut sales
to individual countries of our wheat,
of our milk, of our other commodities.
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Third, when we passed the farm bill
last year we mandated that a special
adviser to the President would be ap-
pointed for the very purpose of sorting
out between AID and Agriculture, be-
tween OMB and the Treasury Depart-
ment and Commerce. When is a sale,
when is a disposal program, going to
be allowed abroad to cut the redtape?
So far that special adviser, though
mandated last year, again specified in
actions taken by Congress this year,
has not been appointed.

Fourth, the administration’s budget
cuts, of all things, cuts the cooperative
programs abroad for U.S. wheat or the
U.S. Food Grains Association that
have people stationed abroad to assist
in foreign sales of agriculture com-
modities, and also cuts the Foreign Aid
Agricultural Service, those people

working for the Department of Agri-
culture in conjunction with the State
Department assigned to embassies in
significant countries around the world
to help in agricultural sales.

0 0950

What kind of a store are we running
when we are in our most miserable
times trying to recoup lost markets,
trying to utilize properly our food
abundance here, in the United States,
with friendly countries abroad, and we
are cutting the very means of making
that possible?

Fifth, but not the least, Mr. Presi-
dent, last week, in a smaller deal, for
the Philippines, we wanted maybe $50
million worth of additional food com-
modities for our friends in the Philip-
pines. That seemed too large, the
State Department told us, so we cut it
back. We came with a $10 million pro-
gram in what is known as section 108,
which is a very basic cooperative pro-
gram to help other countries so they
can lift themselves up by their boot-
straps.

And it is not money. The money is
provided by providing $10 million in
milk and wheat to be utilized in the
Philippines for their basic redevelop-
ment programs. But that was blocked
by the loyal followers of the Depart-
ment of State in this Chamber. The
junior Senator from Wisconsin [Mr.
KasTeEN] said that the $10 million in
milk and wheat for the Philippines at
this point in the section 108 program
was too much.

This, my friends, all adds up to gross
mismanagement and it serves no one.
This type of action, these combina-
tions neither help the hungry here, in
the United States—they are hurt and
the hungry abroad are hurt and our
farmers are hurt. And last, the Treas-
ury is hurt because we hang onto the
surplus and we pay more through the
farm programs to the producers be-
cause of these lower programs.

Mr. President, I yield the floor.
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RECOGNITION OF SENATOR
CHAFEE

The PRESIDING OFFICER. The
Senator from Rhode Island is recog-
nized.

THE COMMUNITY AND FAMILY
LIVING AMENDMENTS OF 1985

Mr. CHAFEE. Mr. President, I am
here today to discuss S. 873—legisla-
tion I have introduced which would
reform the Medicaid program as it re-
lates to those with developmental dis-
abilities and to bring to the Senate's
attention a recent initiative in my
home State of Rhode Island which
will help those with disabilities find
meaningful employment.

Medicaid is the Federal program
which provides States with the bulk of
funding for long-term care services for
the disabled. Currently these funds
flow primarily toward large facilities.
The reason for this has more to do
with what Medicaid will pay for than
what system of care and services is
best for each individual. This funding
bias—in other words, the fact that
Medicaid pays for institutional serv-
ices but will not pay for many other
services—has meant that disabled indi-
viduals are offered few options for re-
maining in their own communities—
with their families and friends. As
they become young adults, our system
of funding the services they need
wrenches them away from their own
communities and into residential pro-
grams they do not want because there
are no other options available.

It is because of this funding bias and
lack of alternative services that I in-
troduced S. 873.

This bill stands for the proposition
that there should be a range of serv-
ices available for those with mental
and physical impairments. My bill will
allow Medicaid expenditures to sup-
port people in a wide variety of set-
tings: Natural family homes; foster
homes; adoptive homes; independent
living arrangements; new community
residences of up to about 12 people;
and existing clusters of up to three
homes. In addition S. 873 would allow
15 percent of a State’s total Medicaid
budget to be used to support institu-
tional placements.

But ensuring that those with disabil-
ities have the support to remain in the
community is not enough. Access to
the work force is a critical part of any
proposal designed to assist the devel-
opmentally disabled pursue a full and
active life.

We are in an era of changing tech-
nology and experience. Our under-
standing of the capabilities of those
with disabilities is changing quickly.

I am proud to say that the State of
Rhode Island has become a national
model in its promotion of community-
based care. Rhode Islanders recognize
that people with disabilities have the
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right and the need to live and work in
the community, regardless of the se-
verity of their disability.

The ocean State has steadily been
moving toward the eventual closing of
our institutions in the State. A move, I
might add, that today is eagerly antici-
pated by all of the parents whose dis-
abled children still reside in Rhode
Island institutions. They are satisfied
that the State has a committment to
providing a high quality of care and
services. Dumping is a word that does
not apply in my State.

Rhode Islanders, recognize that no
program of community based care can
be complete without the availability of
meaningful work opportunities. On
June 9, Rhode Island took a giant step
forward in ensuring that such oppor-
tunities are available.

Monday, June 9, at the Providence
Civic Center in Rhode Island, 75 com-
panies and close to 2,000 handicapped
individuals took part in the projects
with industry job fair for the handi-
capable. It was the first of its kind in
New England. Once again, our fellow
New England States are calling Rhode
Island to find out how to follow its
lead.

Mr. L. Jim Williams, the executive
director of projects with industry in
the State, says it is too soon to know
the exact results of the job fair. How-
ever, judging from the calls he has re-
ceived from the companies represent-
ed at the job fair he estimates that
about 200 people will be offered em-
ployment.

The job openings for which the com-
panies set up interviews on Monday
ranged from cooks at McDonalds to
mechanical engineers at a large ma-
chine tool manufacturer.

I salute projects in industry for their
efforts in bringing together employers
and prospective employees. I salute
those companies willing to open a
window of opportunity to those with
disabilities. Finally, I salute those indi-
viduals who have had the courage and
resolve to find a job despite their dis-
ability.

We may be the smallest State in the
country, but we are the biggest State
when it comes to giving people from
all walks of life the opportunity to
participate in the Rhode Island
dream—independence, dignity, and
meaningful work.

I urge all employers looking for
hardworking, talented people to call
the Projects with Industry Program in
their own State. They may just have
the person for whom you have been
searching!

Mr. President, I ask unanimous con-
sent that an article appearing in the
Providence Journal about the job fair
be printed in the REcorbp at this point.

There being no objection, the article
was ordered to be printed in tlu
RECORD, as follows:
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EMPLOYERS, APPLICANTS UNITED AT JoB FAIR
FOR THE HANDICAPPED

(By Steve Winter)

PROVIDENCE.—Some came in wheelchairs,
some came on crutches. Some talked in sign
language and some in slow, deliberate
drawls. Some had master's degrees, but
many had never finished grade school.
Some were supported by canes or walkers—
accompanied by friends, relatives or Seeing
Eye dogs.

Their common bond was their story: No
experience. No job.

Yesterday, a job fair—exclusively for the
handicapped—drew about 1,500 handi-
capped people from Rhode Island and
Southeastern Massachusetts to the Civic
Center. About 75 area companies sent repre-
sentatives with information and employ-
ment applications.

The basic idea was to help the handi-
capped find jobs. But the bigger goal was to
change the way the handicapped feel about
getting jobs.

“They need to understand that there is a
group that cares and can get employers in
here,” said Sam House, a member of the
Business Labor Advisory Committee of
Projects With Industry (PWI), which spon-
sored the job fair.

One woman, sobbing, left the Civic Center
vesterday morning to collect herself outside.

“1 haven’t been working and I'm trying to
find a job and I'm having problems,"” said
the woman, Claire Pompel, 30, of Provi-
dence. “I have no experience, so I have
nothing to go on.

“1 got discouraged in there.”

According to PWI there are at least 16,000
unemployed handicapped people in Rhode
Island.

One of the problems, said PWI executive
director L. Jim Williams, is that other job
and training programs for the handicapped
have lacked a link to industry. (PWI is a
federally backed unit of the Industry Edu-
cation Labor Council of Rhode Island.)

“Sure, the handicapped have gained park-
ing spaces and there's been a lot of publicity
about their special needs, but that doesn't
put money in their pockets,” said Williams.

Mary Hoyle, 35 and visually impaired, said
she has faced repeated rejection from em-
ployers.

“I don't know how many applications I've
filed,” said Hoyle, who is divorced. She said
she hasn't worked "“except for a few
months™ since her high school graduation
17 years ago.

“Either you never hear from the company
or they give vou some kind of a story,” she
said.

Barriers have never been broken, said
Joseph Tremmel, 30, of Warwick who has
served on state advisory committees explor-
ing services to the handicapped.

“There'’s still an uneasiness—sympathy in-
stead of empathy,” said Tremmel, who suf-
fers from cerebral palsy.

“I'd be surprised if 2 percent of the people
here get jobs,” said Tremmel, who gets by
on SSI and donations—perhaps $15 or $20
per day—from playing the harmonica on
Westminster Mall.

“You've got to keep on trying,'" said
Henry Carter, 30, of Providence, another
cerebral palsy victim.

Carter graduated from CCRI in 1983 and
has been trying to find a job in banking
since. Yesterday, he was looking forward to
making connections with First National
Bank. 1 just want to get my foot in the
door,” he said.
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The fair, said Williams, was the first of its
kind in the United States.

Some 4,000 handicapped people were in-
vited.

“If only one person gets a job, this will be
a success,” said Williams.

Perhaps success could be measured by the
experience of Claire Pompel, who had left
the job fair in tears.

She went back inside.

“Can I change my mind?” she asked a re-
porter, Afte talking to several other compa-
nies, she said, she felt better about her
chances of finding a job. “It seemed better
(talking to companies) at this end.”

*Or maybe I'm better.”

The PRESIDING OFFICER. The
Senator’s 5 minutes have expired.

Mr. CHAFEE. I ask unanimous con-
sent to have 1 more minute.

Mr. WALLOP. Mr. President, I

regret it, but I must object because
there are only 4 minutes left in morn-
ing business.

Mr. CHAFEE. Fine, Mr. President. I
thank the Senator from Wyoming for
letting me go ahead.

RECOGNITION OF SENATOR
WALLOP

The PRESIDING OFFICER. The
Senator from Wyoming is recognized.
Mr. WALLOP. I thank the Chair.

SALT DISMANTLEMENT

Mr. WALLOP. Mr. President, it has
been widely asserted by some Mem-
bers of Congress and by professional
arms control advocates that SALT is
in our interest because it has required
the Soviets to dismantle more nuclear
systems than the United States. Most
of the numbers being thrown around
are based on false assumptions, and
have been contrived to make the Sovi-
ets appear the losers in the dismantle-
ment game. Nothing could be further
from the truth.

The Soviets have actually disman-
tled under the terms of SALT I and
SALT II 72 SS-11 ICBM's, 209 SS-7/8
ICBM's and 14 Yankee class subma-
rines with 224 missiles. In addition, a
handful of Hotel class submarines,
each carrying 3 missiles, and a few old
Bison bombers, have been dismantled.
These are the only systems that have
actually been dismantled, in effect,
the launcher has been destroyed. We
have no idea, by the way, what hap-
pened to the missiles taken from these
launchers, as the requirements of
SALT do not discuss those. In the case
of the 72 SS-11's, they have been re-
placed by the new, more capable SS-25
mobile ICBM.

Mr. President, no modern Soviet nu-
clear system—that is, a system first de-
ployed less than about 20 years ago—
has ever been dismantled under the
terms of any SALT agreement, and
the Soviets have never dismantled any
system that was MIRV'd.

If some Senators are still disposed to
believe that what the Soviets have dis-
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mantled is meaningful in any sense,
consider the following: When the Sovi-
ets signed SALT II they had 2,504 de-
livery vehicles. Today they have at
least 2,520 and have had as many as
2,540. How could the Soviets have dis-
mantled over 1,000 nuclear systems
without reducing their total number
of SALT accountable launchers? The
answer is that their dismantlement
has been meaningful for our security.

The United States has actually dis-
mantled more warheads on launchers
than the Soviets. In fact, the three Po-
seidon submarines which we have dis-
mantled contain almost as many war-
heads as all the Soviet warheads dis-
mantled under both SALT agreements
since 1972. In addition, we have dis-
mantled eight Polaris submarines, sev-
eral dozen Titan II ICBM's and dozens
of B-52’s.

In every case, the American systems
dismantled were more capable than
their Soviet counterparts. The Polaris
A-3 missiles had greater range and ac-
curacy than the Soviet SS-N6. The
U.S. Poseidon C-3 missiles were far
more capable than the SS-N-6. They
carried between 10 to 14 warheads,
versus 1 for the SS-N-6, and still had
greater range and accuracy. The U.S.
Titan II missile system had twice the
throw-weight and better acecuracy
than the Soviet SS-T's or SS-8's.

Much of what their apologists have
labeled dismantlement is actually re-
placement, and thus part of the on-
going Soviet modernization program, a
program that has increased the Soviet
warhead total by over 40 percent since
the signing of SALT I in 1972. I would
ask the Senators who cling to SALT:
Do you call this protecting Americans?
The 500 or so SS-11 dismantlements
that some people count are not dis-
mantlements at all, since the Soviet
simply modified the silos and placed
SS-17 and SS-19 missiles in them,
each carrying 4 to 6 times as many
warheads with greater accuracy. Does
this provide safety for Americans? The
300-0dd SS-9’s that some claim had
been dismantled were replaced by SS-
18's, the Giant Soviet missile that car-
ries at least 10 warheads, where the
SS-9 only carried 1. Who will say that
Americans are safer for this?
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It is the replacement of the SS-9
with the SS-18 that is largely respon-
sible for the vulnerability of our min-
uteman ICBM force today. It is direct-
ly misleading to include these numbers
in the list of Soviet dismantlements, in
as much as the Soviets replaced these
systems with newer, more capable
weapons that present a far greater
threat to America.

Those who espouse the view that
these dismantlements have really im-
proved United States security assume
that it is SALT that made the Soviets
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retire aging systems. And by implica-
tion, that without SALT they would
keep them on-line, capable for launch
against us in minutes. Mr. President,
this is absurd.

Would our Navy keep ships manned
with crews and ready for sea just be-
cause they can float? Especially if
they had produced newer, more power-
ful ships with which to fulfill their
mission? Of course not. In truth, Mr.
President, there is no reason to believe
that the Soviets would have kept these
old systems on-line without SALT con-
straints. This is a red herring. To have
done so would be enormously expen-
sive, and the marginal gain for the So-
viets little. Instead, the Soviets have
simply stockpiled these older missiles
as a strategic reserve against us, a re-
serve to which we have no equivalent.

Mr. President, the SALT agreements
have not constrained the Soviet build-
up. The few weapons they have had to
dismantle were literally junk com-
pared with the modern systems that
replaced them. These facts accurately
dispel the myth that SALT has re-
quired the Soviets to dismantle more
than the United States, and that for
this reason, we ought to remain in uni-
lateral compliance with its terms.

ROUTINE MORNING BUSINESS

The PRESIDING OFFICER (Mr.
D'AmaTo). There will now be a period
for routine morning business.

THE TAX REFORM BILL

Mr. DOLE addressed the Chair.

The PRESIDING OFFICER. The
majority leader.

Mr. DOLE. Mr. President, I see the
distinguished Senator from Wisconsin
is here. I am advised that the manag-
ers on each side are on their way so we
will start on H.R. 3838 momentarily,
and hopefully between now and 4
o'clock we can dispose of a number of
amendments so that on Monday we
can all be sort of in wrap-up stage and
maybe we could agree to a vote on
final passage at 2 o'clock on Tuesday.
But in any event, that is our hope. We
will see how it goes today and Monday.

FATHER'S DAY/PRO FAMILY
TAX BILL

Mr. DOLE. Mr. President, this
Sunday is Father's Day. And I cannot
think of a better present for the fa-
thers of America than passage of the
tax reform bill.

The average American family will
without question benefit from the pas-
sage of tax reform. It is more than
just a matter of dollars and cents.
With a new, streamlined Tax Code the
economic decisions affecting a family's
lifestyle, both immediate and long
term, will be made in a straightforward,
simpler, and fairer way.
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For years we have tolerated a Tax
Code in this country that contributed
nothing toward the family. But the
tax reform bill we have been debating
all week—and which we will pass next
week—makes several giant steps in the
direction of basic fairness and social
cohesion.

The Senate is about to do what the
House failed to do: By increasing the
personal exemption to $2,000, except
for the wealthiest among us, and by
refusing to draw an unfair distinetion
between taxpayers who itemize and
others who do not.

With just two tax rates—15 percent
and 27 percent—some 80 percent of all
the American people will find them-
selves taxed at the lower figure. And
even the 27 percent top rate is lower
than at any time since 1931.

Families that need help will receive
it. Some 6' million of the working
poor will be taken off the tax rolls en-
tirely. For a family of four, income up
to $13,000 will be subject to no tax. At
the same time, the earned income
credit—another important boost to the
working poor—will rise from the
present 11 percent to 14 percent, while
the income levels at which the credit
is phased out will also go up. Most im-
portant of all, the credit will be in-
dexed to inflation. As a result, the
working poor will enjoy the benefits of
tax indexing, the most pro family tax
reform in decades.

With these new, pro-family reforms,
the Senate’s tax package retained
some very important existing tax ben-
efits for families, including the $600
deduction for elderly and blind de-
pendents, and the child care credit,
which give a tax break to working
people who have youngsters to care
for at home.

In addition, for all taxpayers who
file joint returns, the standard deduc-
tion or zero bracket will go up to
$5,000 from the present level of $3,670.
And this change, like the rate brackets
and the new personal exemption, will
continue to be guaranteed against
future inflation.

Mr. President, Father’'s Day is a day
for families, for reaffirming the impor-
tant of love, commitment, and sharing.
We have a responsibility, I believe, as
public servants to create public policy
that does whatever possible to main-
tain, if not encourage, the viability of
the American family. The tax bill we
will vote on in the next few days does
just that.

DEFORESTATION

Mr. INOUYE. Mr. President, I rise
today to bring to my colleagues’ atten-
tion the efforts of three scientists to
address the urgent problem of defor-
estation. These men—James L. Brew-
baker from the University of Hawaii,
Michael Benge from the U.S. Agency
for International Development, and E.
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Mark Hutton from Australia—have de-
veloped a fast-growing, nitrogen-fixing
tree, leucaena, which they are using to
restore the forests and hillsides of
more than 20 countries around the
world. They are being honored today
with the first International Inventors
Award for forestry, which they will re-
ceive from the King of Sweden.

The contributions of these three
men are detailed in the attached letter
from Noel Vietmeyer to the Interna-
tional Inventor’'s Award selection com-
mittee. I am especially pleased to note
the role played by Professor Brew-
baker, who is professor of agronomy at
the University of Hawaii, in the devel-
opment of leucaena. Mr. President, I
ask unanimous consent that the full
text of Mr. Vietmeyer's letter dated
August 2, 1985, be included in the
RECORD so that my colleagues may ap-
preciate the full extent of the contri-
butions made by these great men.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

NartionaL REsEarcH COUNCIL,
OFFICE OF INTERNATIONAL AFFAIRS,
Washington, DC, August 2, 1985.

To the International Inventor's Award:

Tropical forests are being cut faster than
they can replenish themselves. In what may
well prove to be the biggest environmental
mismanagement of all time one-third of
South America's vast tropical forests, one-
half of Africa’s, and two-thirds of Southeast
Asia’s have been destroyed. Deforestation
leaves the ground unprotected. Without
trees and their root systems, heavy rains on
the hillslopes cause rushing water that
erodes the land and produces devastating
floods that despoil highways, dams, bridges,
towns, villages, and farm lands. One storm
can wash away a century's accumulation of
topsoil.

But in the Philippines and at many other
spots in the tropics, a spark of hope is ap-
pearing. It is a new generation of trees—
very fast-growing leguminous trees.

Most people think of legumes as some-
thing served with the main course at dinner,
but actually the legume is the third largest
plant family, (after orchids and grasses).
More than 18,000 leguminous species are
known, including peas, beans, soybeans, pea-
nuts, clover and alfalfa, as well as several
thousand species of trees. In the tropics the
one that is sparking the most attention is
leucaena (Leucaena leucocephala).

Leucaena is so productive that it's cultiva-
tion may well lessen the forest destruction
by providing the firewood, lumber, and
paper that expanding populations in the
tropies need. It produces what is essentially
a permanent forest because the stump of a
felled leucaena tree sprouts with such vigor
that the plant literally defies the woodcut-
ter. And leucaena is a tree that can feed
cattle, goats, water buffalo, and some other
ruminant animals.

It is becoming recognized as one of the
fastest growing and most useful trees in the
tropics. For example, the Philippines is in-
vesting more than $100 million in a rural
electrification program based on buring leu-
caena wood: Taiwan has planted 10,000 hec-
tares of leucaena for paper and rayon pro-
duction; Indonesia has a major provincial
development program using leucaena as a
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village forage and for green manure and
fuel; in India a foundation has distributed
40 tons of leucaena seed throughout the
Subcontinent; Haiti is spending $8 million
to reforest eroding hillslopes, using mainly
leucaena; and other countries—among them
the Dominican Republic, Kenya, Malawi,
Mexico, Sri Lanka, and Thailand—have
started leucaena programs.

Leucaena has demonstrated that it can
grow over a wide range of environments. Its
deep tap root makes it drought tolerant so it
often provides the only greenery in the dry
season. In addition, it fixes a lot of nitro-
gen—in trials in Queensland leucaena
stands have been recorded fixing more than
500 kg of nitrogen per hectare per year.

In recent decades leucaena has given hope
that deforestation can be conguered. And it
has opened up the new avenue of possibili-
ties for other nitrogen-fixing trees, such as
those of the genera Calliandra, Acacia,
Mimosa, Prosopis, Albizia, and Sesbania.

The development of leucaena is due to
three pioneers: Michael Benge, James Brew-
baker, and Mark Hutton. These are the cru-
saders who have given the world this new
weapon in the war against deforestation.

MICHAEL BENGE

Michael Benge is an administrator with
the Agency for International Development.
He began trials with leucaena in 1965 when
he was working to help the hill-tribes of
Vietnam. He was introduced to the promise
of leucaena by a visiting Australian who
suggested that the Cunningham variety (de-
veloped by Mark Hutton, see later) could be
a possible forage for the dry season. Benge
thought it might be “just the thing" for
slash-and-burn cultivators, and soon he was
planting it as living fences, and in study
plots in an abandoned rice field.

These experiments were interrupted by
his capture by Viet Cong forces and his im-
prisonment under appalling conditions for
more than five years.

After his release, Benge returned to Viet-
nam to again help Montagnard tribes im-
prove their agriculture and lives through
using leucaena. Later, he went to the Philip-
pines, obtained funds from the Agency for
International Development, gathered litera-
ture on leucaena and began publicizing the
promise of this self-fertilizing tree. “The
Green Revolution missed hill-land farmers,”
he says, “because they can't afford fertiliz-
er.” He points out that leucaena's outstand-
ing nitrogen fixation and deep roots prom-
ised to add nitrogen and minerals to the top
soil layers thus bringing the Green Revolu-
tion's benefits to many more farmers in a
‘gentle’ natural way.

In 1973, Benge learned of James Brew-
baker's “giant” leucaena varieties in Hawaii
(see next section), paid for Brewbaker to
visit the Philippines and organized a semi-
nar for Filipino scientists, administrators,
politicians, entrepreneurs, farmers and the
press. The convergence on the Philippines
of these two leucaena pioneers led to the
“Giant ipil-ipil" craze that has swept the
Philippines in the years since.

Subsequently, more than 50,000 copies of
a report Benge wrote on leucaena were pub-
lished. More than 100,000 hectares of the
tree was planted. Peasants began selling leu-
caena leaves on a very large scale to compa-
nies making poultry rations and this also led
to substantial exports to Japan.

In more recent times Benge has initiated
projects with the crop in India, Indonesia,
Haiti, Nigeria, and other nations by mailing
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out thousands of reports and packages of
seeds, writing reviews and papers (translat-
ed into Thai, Indonesian, French and Span-
ish).

JAMES BREWBAKER

James Brewbaker is a professor of agrono-
my at the University of Hawaii. His special-
ty is breeding corn and other vegetable
crops for tropical regions. He has little back-
ground in forestry, but since the 1960s he
has been the leading scientist behind the de-
velopment of treelike leucaena varieties.

It happened by accident. In 1963 he was
scouring Central America for corn germ-
plasm when, in the hinterland of Guatema-
la and El Salvador, he noticed strains of leu-
caena that grew into tall trees. Luecaena is
a wild shrubby weed in Hawaii and he'd
never heard of a treelike variety. When
planted in Hawaii the new variety grew at
an astounding rate. Some specimens were 6
m tall before they were one year old; 15 m
high in eight vears. Remarkably, for such a
fast-growing species, their wood was as
dense as oak.

This was a major find, and Brewbaker se-
lected several varieties (K8, K67, K128, and
others) and distributed their seed through-
out the tropics. Today these “giant Hawai-
ian" leucaenas are astounding people from
Haiti to the Philippines to Malawi.

In the years since his discovery Professor
Brewbaker has conducted basic research on
leucaena taxonomy, and silviculture. He has
gathered germplasm throughout Central
America not only of leucaena, but of its bo-
tanical relatives.

More recently he has organized the Nitro-
gen-Fixing Tree Association to promulgate
information on the promise of leucaena and
similar fast-growing trees. Also, he pub-
lishes Leucaena Research Reports, a journal
devoted to the species, as well as bulletins
on the propagation and management of leu-
caena. He has trained many students and
advised many countries where the tree has
promise. All in all, Brewbaker has laid the
scientific groundwork for this new tree re-
source.

MARK HUTTON

Mark Hutton is former director of the
Cunningham Laboratory, in Brisbane, Aus-
tralia. This is a division of the Common-
wealth Scientific and Industrial Organiza-
tion specializing in tropical agricultural re-
search. There, Hutton has invested his long
career in developing pasture species for the
tropics. He has spent more than 40 years
creating varieties of legumes for difficult
soils in northern Australia. His “retirement”
is being spent in Colombia and Brazil bat-
tling the acidic and toxic soils that (" janos™
and “cerrado’) that together stretch from
Venezuela to southern Brazil. These soils
kill most plants because of their high
amounts of soluble alumina.

Part of Hutton's prodigious energy has
long been invested in the advancement of
leucaena—a courageous act in a profession
used to dealing only with herbaceous pas-
ture legumes and grasses, not a woody
shrub. Over the decades. his fascination
with leucaena was scorned by most of his
colleagues. They questioned his judgment,;
almost none thought a tree could ever make
a useful livestock feed. But Hutton was im-
pressed with the plant's vigor, its high pro-
tein level (27-34 percent, which exceeds that
of other tropical pasture legumes), and high
digestibility, as well as with the cattle’s ea-
gerness to eat it.
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Today, thanks to Hutton's leadership, we
know that leucaena is potentially one of the
most valuable fodder sources for the tropies.
Grown on well-drained, fertile soils, and reg-
ularly mowed or clipped, it produces large
quantities of foliage. For ruminant animals
such as cattle, water buffalo, and goats, this
is palatable, digestible, and nutritious. Con-
sequently, leucaena is a promising candidate
for increasing meat and milk production
throughout much of the tropics.

Although it is inherently a tree, the ani-
mals browse the stems and leaves, giving no
chance for thick woody stems to develop.
Keeping animals out until the plants are 1
or 2m high produces a 3-dimensional block
of forage in which the livestock find feed
from ground level to eye level. This makes
for a very productive pasture; and has led to
some of the highest meat and milk produc-
tion ever recorded in the tropics. The plants
resprout with vigor, and in Australia some
fields are still in production after 17 years
of periodic grazing.

However, the plant had a major drawback.
Cattle in Australia, Papua New Guinea, and
perhaps some other areas suffer nutritional
disabilities after feeding on high levels of
leucaena for a long time. Hutton and a few
disciples traced the cause to mimosine, an
unusual amino acid present in the leaves.
Over the last few years Hutton's colleague
and protege, Raymond Jones, has shown
that outside of Australia and Papua New
Guinea ruminants have stomach microorga-
nisms that render mimosine harmless; in
those regions ruminants can eat leucaena
without ill effect. Jones is now introducing
the bacteria into Australia so that ruminant
animals there too will soon be able to eat
leucaena extensively without harm.

SUMMARY

Leucaena is a harbinger of what is becom-
ing a whole new world of forestry in which
trees that fix their own nitrogen are grown
like field crops. In the humid tropics and in
semiarid lands, this coalescing of agriculture
and forestry has special significance. Tree
roots penetrate to deep layers of fertility
and moisture unavailable to conventional
crops and a tree canopy shelters and shades
fragile topsoil from devastating tropiecal
downpours or baking desert heat. Whether
grown for wood, for forage or to fertilize
other crops these “gentle” trees benefit the
land and the people.

Leucaena is breathing new life into tropi-
cal forestry, a science long in decline and
lacking in recognition and invention. In a
sense, tropical forestry has become too im-
portant to leave to the small number of
poorly supported tropical foresters. Now we
have a motivated administrator, Michael
Benge;, a corn breeder, James Brewbaker;
and a pasture specialist Mark Hutton, carv-
ing out new avenues of forestry innovation.
We are entering a new era in which the
widespread planting of leguminous trees will
help solve the overwhelming problems of
denudation, land degradation, unemploy-
ment, animal feed, and energy supply in
rural regions of the Third World. Leucaena
and similar leguminous trees should prove
to be the saviors of the last remnants of the
world’s native tropical forests. There has
probably been no more inventive discovery
in recent decades.

Sincerely yours,

NoEeL VIETMEYER,
Professional Associate.
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MS. NANCY M. NEUMAN, NEW
PRESIDENT OF LEAGUE OF
WOMEN VOTERS

Mr. SPECTER. Mr. President, it is
with great pride that I congratulate
and extend best wishes to Ms. Nancy
M. Neuman of Lewisburg, PA, who on
Wednesday June 18, 1986, will become
the first Pennsylvanian to be elected
president of the League of Women
Voters of the United States. As presi-
dent of the 66-year-old organization,
Ms. Neuman will direct the organiza-
tion's 250,000 members and supporters
and promote the League’'s advocacy
agenda. Currently, the League of
Women Voters is focusing on vital
issues like arms control; securing an
equitable, responsible Federal fiscal
policy; protecting the environment;
and protecting the civil rights of
women and minorities.

Ms. Neuman, who has been active in
the League of Women Voters for 20
years, is uniquely qualified to provide
national leadership to an organization
which addresses such diverse issues.
Ms. Neuman has served on the Federal
Judicial Nominating Commission of
Pennsylvania, a bipartisan commission
which my distinguished colleague,
Senator HEINz, and I appoint to screen
candidates to fill Federal district court
vacancies. She was appointed to the
Commission in 1977, and served as its
chairperson from 1978 to 1981 and
from 1982 to 1983.

In 1980, Ms, Neuman was one of the
first nonattorneys to be appointed to
the board of directors of the Discipli-
nary Board of the Supreme Court of
Pennsylvania. This board adjudicates
cases of misconduct brought against
attorneys and reviews petitions for re-
instatement to the Bar of Pennsylva-
nia.

Previously, Ms. Neuman had served
on the State Appellate Court Nomi-
nating Commission, and on the Gover-
nor's Task Force on Voter Registra-
tion which drafted the registration by
mail legislation enacted in Pennsylva-
nia in July 1976.

Ms. Neuman began her career with
the League of Women Voters in 1966.
She served as president of the Lewis-
burg Chapter of the Pennsylvania
League of Women Voters from 1967 to
1970. In 1970, she became a member of
the Pennsylvania League of Women
Voters Board, and from 1975 to 1977,
Ms. Neuman served as president of the
Pennsylvania League of Women
Voters.

Ms. Neuman has served on the
League's national board for 8 years,
holding the first and second vice presi-
dent positions, and has also served on
its executive committee. A longtime
activist for equal rights for women,
Ms. Neuman chaired the League's
Equal Rights Amendment Campaign
from 1977-79.

Ms. Neuman has received numerous
honors and awards including an hon-
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orary doctor of law degree from
Pomona College in California for
“tireless contributions to the improve-
ment of society.” In 1983, the Young
Lawyers' Division of the Pennsylvania
Bar  Association presented  Ms.
Neuman with the Liberty Bell Award
for defending the American system of
freedom under the law. In addition,
she has served on the boards of the
Federal Home Loan Bank of Pitts-
burgh and the Pennsylvania Housing
Finance Agency. Currently, she sits on
the boards of the Rural Coalition, the
Citizens Forum on Self-Government/
National Municipal League and the
American Arbitration Association.

Ms. Neuman's husband, Mark, is a
professor of history at Bucknell Uni-
versity. They have three children, Jen-
nifer and Jeffrey Neumann and Debo-
rah Mitzler.

Obviously, Ms. Neuman is an individ-
ual whose breadth of knowledge and
experience qualify her for a wide
range of leadership roles on the na-
tional level. Her choice of the League
of Women Voters of the United States
as the primary recipient of her leader-
ship talents is a tribute to the impor-
tant work being done by that organiza-
tion.

Congratulations, Nancy, and I look
forward to continued work with the
League during the coming years.

FEDERAL TAX CHANGE AND
THE PRIVATE FOREST SECTOR

Mr. GORTON. Mr. President, the
Senate is now in the midst of its delib-
erations of reforms to the Tax Code.
Because of the important role the Tax
Code has on the timber industry,
which is vital to the economic well-
being of my State, I would like to
submit for the REcorp the executive
summary of a concensus report titled
“Federal Income Tax Change and the
Private Forest Sector.” This report
was the result of a conference spon-
sored earlier this year by the National
Friends of Grey Towers, a center of
excellence in conservation thought
and policy.

The report analyzes changes to the
Tax Code that were proposed in the
House bill and Treasury II and repre-
sents the consensus opinion of recog-
nized experts in the field of timber
taxation. The members of the task
force included: Dr. Hugh Canham,
SUNY College of Environmental Sci-
ence and Forestry; Mr. William Con-
drell, Steptoe and Johnson; Mr. Merle
Conkin, Container Corporation of
America; Dr. John Gray, National
Friends of Grey Towers; Dr. Harry
Haney, Virginia Polytecnic Institute;
Mr. Charles Raper, Travelers Insur-
ance; Dr, William Siegel, U.S. Forest
Service; Dr. William Sizemore, Size-
more & Sizemore; Mr. Richard Smith,
John Hancock Mutual Life Insurance
Co.; Dr. Robert McMahon, Oregon
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State University; Mr. Samuel Rad-
cliffe, George Banzhaf & Co.; Mr.
Thomas Volpe, Champion Internation-
al; Mr. Neil Wissing, Weyerhaeuser
Company; Mr. Robert Wright, Arthur
Andersen & Co.; and Dr. James Voho,
Duke University.

The issues discussed in the report
are of continuing significance until
Congress agrees on a final tax reform
package. I would like my colleagues to
have the opportunity to review for
themselves the conclusions reached by
this prominent panel of timber tax ex-
perts.

There being no objection, the report
was ordered to be printed in the
RECORD, as follows:

FEDERAL INCcOME TAX CHANGE AND THE
PRIVATE FOREST SECTOR

EXECUTIVE SUMMARY

The United States since 1944 has had a
moderately favorable and relatively stable
federal income tax policy which has provid-
ed for greater equity between forest and
timber production and other enterprises,
and among the various categories of forest
owners. Current proposals for change ema-
nating from the Executive branch (Treas-
ury II) and from the House of Represent-
tives (H.R. 3838) discriminate against forest
and timber production enterprises, especial-
ly corporate owners. These proposals de-
stroy the equity which now exists within
the forest ownership sector. They severely
impact the production of timber both in the
short term and in the long term. The im-
pacts on the forest and timber producing
sector will have economiec and social conse-
quences affecting unfavorably many aspects
of the American way of life.

The United States has a substantial forest
land base suitable and available for produc-
ing timber and many other forest outputs.
Public policy since Colonial times has recog-
nized the unique national asset and renew-
able trust that this resource represents. Qur
commercial forests cover more than one
fifth of the total land area, are predomi-
nantly in private ownership, and produce 20
percent of the world harvest of wood for
construction, furniture, paper, board prod-
ucts, and a host of other uses. They also
produce vast amounts of generally unpriced
social and environmental benefits. Our
forest resources and the array of activities
based on them are deeply interwoven into
the economiec, social, and environmental
fabric of the nation. Although productivity
has increased over the past half century, ex-
panded investment is needed to offset fore-
cast continued declines in s~ftwood forest
resources and in large, high quality timber
of both hardwoods and softwoods. Any
major shift in forest and timber investment
and management will produce consequences
for the American society and economy
beyond the immediate private forest sector.

All significant timber producing nations of
the free world recognize the unique, long
term, capital intensive nature of timber pro-
duction, the risks from insects and diseases
and fire, and the uncertainty of predicting
markets 20, 30 or even 80 years into the
future. These nations offer special tax pro-
visions, and financial assistance, and have
developed other public policies to encourage
private forest owners to manage their lands
in the public interest.

Enactment of either Treasury II or H.R.
3838 decreases the after-tax profitability of
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timber investment and management. This
promises to drop the return on invested cap-
ital below the minimum required in today’s
economy to attract investors. This will come
about through the repeal of capital gains
provisions for revenues from timber harvest
and sale, eliminatien of deduction of main-
tenance, taxes and interest expenses in the
yvear in which they are incurred, and com-
plete elimination of PL 96-451 which makes
special provision for a limited amount of re-
forestation-expenditures annually.

Short term impacts on the timber sector
include an expected increase in liquidation
of timber standing on both industry lands
and nonindustrial forest lands. Forest man-
agement practices will be curtailed includ-
ing thinning to improve timber growth rate,
removal of diseased or otherwise unsuitable
cull trees, pest and fire control, and access
road development. Tree planting on many
lands will cease. There will be less protec-
tion of the site and other nontimber forest
values as timber is harvested in more of a
“ecut out and get out” manner. Forest land
values will drop.

In the more distant future even more
severe impacts may occur. Timber supply
will decline. That is, there will be fewer
acres under intensive timber management,
the overall growth of the timber will be
slower, quality and size of the trees will be
less, and it will require much longer time to
produce high quality timber for lumber,
wood furniture, veneer, and related prod-
ucts. There will be a shift from softwoods to
more hardwoods necessitating changes in
manufacturing technology in the pulp and
paper industry and in the use of wood in
house construction. Forest ownership will
shift to people with only a custodial interest
in forest management. Overall there will be
less domestic wood and paper products for
the American consumer and higher prices.

There will be broader economic and social
effects of the changes brought on the
timber sector by enactment of either of the
two tax proposals, In the long term, U.S.
timber and forest products exports, which
are predominantly softwood, will be re-
duced. In recent years over 6 billion dollars
worth of wood products were exported an-
nually but this will drop if timber invest-
ments and management are reduced and
prices rise. United States producers will be
placed at a cost disadvantage with foreign
producers where tax policies are similar to
the existing U.S, tax code for forestry.

Rural economies will be particularly hard
hit by changes brought on by enactment of
the tax proposals. Forests and forest prod-
ucts activities are predominately rural eco-
nomic activities. Long term declines in
forest productivity, timber based employ-
ment and income will intensify the rural
crisis caused by the current agricultural re-
cession. Rural banks and other lending in-
stitutions, such as the Farm Credit System,
will experience a drop in collateral values.
Local governments and school districts will
find property tax bases eroded and will be
forced to shift to other revenue sources, if
possible, to maintain public services.

Fewer amenity services will be available
on private lands which currently make im-
portant contributions to overall recreational
opportunities in the nation. This curtail-
ment of services will be necessary since the
added costs of public access to private forest
lands will no longer be deductible against
current incomes. In turn, this, coupled with
decreased timber production on private
lands, will place increased pressures on
public agencies to manage their lands more
intensively for both timber and recreation.
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CONCLUSION OF ROUTINE
MORNING BUSINESS

The PRESIDING OFFICER. Morn-
ing business is concluded.

TAX REFORM ACT OF 1986

The PRESIDING OFFICER. The
clerk will report the unfinished busi-
ness.

The assistant legislative clerk read
as follows:

A bill (H.R. 3838) to reform the Internal
Revenue laws of the United States.

The Senate resumed consideration
of the bill.

Pending:

Kasten-Inouye £2mendment No. 2077, to
provide for charitable deductions for non-
itemizers and to lower the threshold for
phasing out the personal exemption.

AMENDMENT NO. 2077

The PRESIDING OFFICER. The
question is on amendment 2077.

Mr. KASTEN addressed the Chair.

The PRESIDING OFFICER. The
Senator from Wisconsin.

Mr. KASTEN. Mr. President, parlia-
mentary inquiry. What is the pending
business?

The PRESIDING OFFICER. The
question is on amendment 20717.

Mr. KASTEN. And that is the

amendment that Senator INOUYE and I
have introduced regarding the deduct-
ibility of charitable contributions?
The PRESIDING OFFICER. That is
correct.
Mr. KEASTEN. Mr. President, today I
am submitting an amendment to make

permanent the deduction for charita-
ble contributions by nonitemizers.

At a time when we are calling on
charitable organizations to play an in-
creasing role in our communities, it is
critical that we do not take away their
most essential fundraising tools.

As reported out of the Senate Fi-
nance Committee, HR. 3838 ended all
deductions for charitable contribu-
tions by people who do not itemize
their tax forms. In other words, they
cut them out. People who choose not
to itemize can no longer receive chari-
table deductions. Now, we have esti-
mates that roughly 75 percent of tax-
payers will no longer itemize. We are
moving toward a fair and simple tax.
It is therefore logical that fewer
people will take the time, the trouble,
and the effort to itemize. We are esti-
mating now that roughly 75 percent of
the taxpayers of this country will no
longer itemize their deductions. There-
fore, the deduction for charitable con-
tributions becomes even more impor-
tant that we retain it for both item-
izers and nonitemizers.

Termination of the nonitemizers
charitable deduction would mean that
three out of four people in this coun-
try, three out of four Americans,
would lose their charitable deduction.
That deduction would be available
only to a relatively few people. Only to
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about a quarter of the people in the
United States of America who are the
more affluent, the richer, the taxpay-
ers who decide to itemize.
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In 1984, 61 million low- and moder-
ate-income Americans, who did not
itemize, contributed $24 billion—or 30
percent of all money donated by indi-
viduals. These Americans have played
a significant role in providing selfless
support for our nonprofit institutions.

According to projections by a Har-
vard economist and the National
Bureau of Economic Research, chari-
table contributions will decline by $12
billion annually under the Finance
Committee’s bill.

I want to repeat that: This estimate
is projecting that charitable contribu-
tions are going to do down, are going
to decline, as a result of the legislation
we are passing here today. They say
they are going to decline by $12 bil-
lion. Half of this decline—$6 billion—
can be directly tied to the elimination
of the charitable deduction for non-
itemizers; that is what we are trying to
fix.

Mr. President, as we move to reduce
Federal deficits, there is growing
publie support for volunteerism. There
is growing public support for people
throughout America to band together
on their own. There is growing public
support for State and local initiatives
at the voluntary level, and that public
support is also growing for people who
choose to make charitable contribu-
tions.

This is an amendment that the vast
majority of the American people sup-
port. It is one that the Nation cannot
afford to lose.

Two public opinion polls have meas-
ured very strong support for charita-
ble deductions. A January 1985 New
York Times/CBS News poll found
that 81 percent of those surveyed sup-
port a deduction for charitable giving.
Only the mortgage interest deduction
rated higher. More people were con-
cerned about charitable contributions
than about IRA’'s, and we have had,
over the past couple of days, extensive
debate on IRA’'s.

In April 1985, the Los Angeles Times
coniducted a poll which found that by
an overwhelming majority—82 per-
cent—of Americans support the chari-
table deduction. Even among those
who do not claim charitable deduc-
tions, 70 percent favored keeping this
tax incentive.

I invite my colleagues to join with
me in supporting the Nation's church-
es, synagogues, United Ways, colleges,
and civic institutions. Without this
amendment they will lose billions of
critically needed dollars every year.

The PRESIDING OFFICER. The
Senator from Hawaii.
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Mr. INOUYE. Mr. President, I am
pleased to join my distinguished col-
league from Wisconsin, Senator
KasTEN, in offering this amendment to
make permanent the charitable contri-
butions deduction for nonitemizers.

This amendment will increase fair-
ness, promote a worthwhile social
policy, and maintain revenue neutrali-
ty in the tax reform effort.

I feel it is important, at a time in
which Federal support for charitable
and other nonprofit organizations and
causes is diminishing, that we not
hinder their efforts to raise funds pri-
vately. Since 1982, Federal spending in
areas where nonprofit groups are
active has dropped $70 billion. In
order to make up this shortfall, chari-
table organizations need the charita-
ble contributions deduction kept
intact—both for itemizers and non-
itemizers.

There can be no doubt that private
initiative to enhance the public good is
a foundation of our society and should
be encouraged by Government poli-
cies. Since 1917, the Tax Code has
been used to further this aim through
the charitable contributions deduc-
tion. As the number of taxpayers who
itemize their deductions declined in
the late 1970’s, this deduction was ex-
tended to nonitemizers to maintain
the broad base for this valuable instru-
ment of public policy. Now, however,
at a time when even fewer taxpayers
will itemize, the tax reform bill we are
considering would eliminate this de-
duction for all but those relatively few
affluent taxpayers who will continue
to itemize. I do not feel this is consist-
ent with the goals of our society, and
thus I feel we must continue this de-
duction which benefits not a special
interest, but the public interest.

With regard to the effectiveness of
the charitable contributions, the num-
bers speak for themselves. As my col-
league from Wisconsin has explained,
30 percent of all individual charitable
donations are made by nonitemizers.
In 1984, there were $24 billion in con-
tributions from nonitemizers. If our
amendment is not adopted, the Fi-
nance Committee bill will cause an
annual reduction of $12 billion in
charitable giving, according to the Na-
tional Bureau of Economic Research
and Harvard economists. This repre-
sents a 15.7 percent average reduction
in giving. These are not merely losses
to the groups that receive the dona-
tions, but losses to the millions of
people who are the recipients of the
wide range of human services depend-
ent on the charitable deduction.

I would like to provide, Mr. Presi-
dent, a breakdown by subsector of the
reductions in giving that would result
from the Finance Committee bill:

In religion, there will be a reduction
of 13.7 percent; in education, 19 per-
cent; in social welfare, 17.6 percent; in
health organizations, 17.6 percent; for
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cultural organizations, 19 percent—a
total of 15.7 percent average.

Half of these reductions directly
arise from the elimination of the de-
duction for nonitemizers, the other
half from lower marginal tax rates. I
think we all must accept the reduced
giving resulting from lower rates, but
we should not and will not accept the
funding hardships which would direct-
ly arise from wiping out the charitable
deduction for nonitemizers.
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These figures demonstrate the im-
portance of the deduction in generat-
ing substantially increased giving.
While people give to charities based on
generosity and willingness to sacrifice
for causes they believe in, the deduc-
tion prompts people to give more than
they otherwise would. In 1985, a
survey of 10,000 households was con-
ducted by the American Cancer Socie-
ty. People who learned about the de-
duction for nonitemizers gave an aver-
age of 10 percent more than those who
did not. This represents $6 billion a
year in private donations to charitable
organizations.

Some would contend that with the
lower tax rates, the incentive for
giving provided by the deduction for
nonitemizers will be greatly weakened.
The facts do not support this, howev-
er. Currently the majority of nonitem-
izers who use the deduction pay an av-
erage tax of 18 percent. With the Fi-
nance Committee bill, these people
will be taxed at a 15-percent rate. We
do not believe, Mr. President, that this
modest reduction in tax rate will sig-
nificantly change the incentive effect
of the deduction. Furthermore, statis-
tics indicate that since the charitable
deduction for nonitemizers was insti-
tuted in 1981, charitable giving by in-
dividuals earning less than $50,000 a
year has increased by 18 percent—this
at a time in which giving by those
earning more than $50,000 has de-
creased by 34 percent. Clearly, Mr.
President, the continued generosity
and sacrifice of middle and lower
income Araericans is vital to the cause
and must be encouraged.

A further aspect of our amendment
that justifies its adoption is its en-
hancement of fairness. By retaining
the charitable contributions deduction
only for taxpayers who itemize, the Fi-
nance Committee bill deprives three
out of four taxpayers from utilizing
the deduction. This would make the
charitable deduction available only to
an affluent minority, this at a time
when broad support for charitable
groups is necessary to keep them vital.

Some have suggested that the stand-
ard deduction, when first enacted,
took into account charitable contribu-
tions, resulting in a taxpayer double-
dip when they choose to take the
standard deduction in lieu of itemizing
their deductions and take an above-
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the-line deduction for charitable con-
tributions. The legislative history does
not bear this out, however, and is in
fact quite ambiguous on this matter.
Nonetheless, the $200 floor below
which donations cannot be deducted,
which we have included in our amend-
ment, should put to rest concerns over
the double-dip issue.

The final important aspect of this
amendment is its revenue neutrality.
By providing a revenue offset, we are
staying within Gramm-Rudman re-
strictions and keeping the tax bill's
revenue impact balanced. The offset
we have chosen—the acceleration of
the personal exemption phaseout—is
one that will aff~ct only those well-to-
do Americans who are already greatly
benefited by the tax bill, while leaving
untouched lower and middle income
taxpayers. Under our amendment, the
phaseout of the personal exemption
which begins as $145,000 of income for
joint returns, would be complete at
$165,000 of income rather than
$185,000 as currently in the bill.

This raises a question of priorities.
We must decide if it is more important
to provide a few extra dollars to a tax-
payer who is already doing well and
will be doing better under tax reform;
or is it of greater national importance
to support nonprofit groups who do
such vital work as cancer research,
drug prevention, aid to the elderly, en-
vironmental protection, sheltering of
the homeless, promotion of the arts,
and educating our children—just to
name a few of the vital functions pro-
vided by the groups benefiting from
the charitable deduction. We feel, Mr.
President, that people in the affected
income bracket can more easily afford
a slight increase in their effective tax
rate as a result of this amendment
than the millions of Americans who
depend on the variety of public serv-
ices provided by philanthropic organi-
zations can afford to be deprived of
these services.

In summary, Mr. President, for over
200 years the private nonprofit sector
of American society has been a cre-
ative force helping to shape our values
and culture, providing service to the
needy, and offering opportunities for
individual action and commitment.
Over the years, billions of dollars and
an equally large amount of time and
effort have been voluntarily contribut-
ed to causes of all kinds. With the cur-
rent drought of Federal funds, howev-
er, the future of services provided by
these organizations is now in doubt.
Organizations such as the United
Way, the American Cancer Society,
the Red Cross, the Boy Scouts, the
Girl Scouts, the Child and Family
Services, the Environmental Policy In-
stitute, the Goodwill Industries of
America, the YMCA, the YWCA, the
National Urban League, the National
Organization of Women, as well as vir-
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tually all our churches, synagogues,
temples, hospitals, schools, and muse-
ums all depend on the charitable de-
duction and all would suffer from its
elimination. Indeed, Mr. President, we
as a society would suffer from its
elimination, and I urge my colleagues
to take action today to avoid such a
tragedy.

Mr. KASTEN. Mr. President, this
amendment does not challenge the
fundamental principle of the Finance
Committee bill, and I simply want to
point this out to my colleagues before
we begin a more detailed debate. This
amendment does not challenge the
basic principles, which I support, of
the Finance Committee bill.

It does not seek to protect one spe-
cial interest at the expense of another,
and frankly that is what we have been
doing for much of the last 4 or 5 days
here. Instead, the criteria used in this
amendment protects the basic integrity
of this bill.

This amendment provides that con-
tributions over $200 in any year are
deductible for people who choose not
to itemize their returns. In the com-
mittee bill, every dollar an itemizer
contributes is deductible, but the dol-
lars that the nonitemizer contributes
are not.

In addition, this amendment pro-
vides for the phasing in of this deduc-
tion for nonitemizers. In 1987 and
1988, contributions are 50 percent de-
ductible. In 1989 and 1990 contribu-
tions are 75 percent deductible. Then
in 1991 contributions are 100 percent
deductible.

To finance this amendment we have
provided a revenue neutral offset
which does not upset the basic criteria
of the Finance Committee bill.

This offset changes the committee
formula for accelerating the phaseout
of the personal exemption. The com-
mittee phases out the exemption at
the rate of 5 percent for every $1,000
over a specialized threshold. What we
do is simply speed up that phaseout.
Our amendment instead of 5 percent
phases out the exemption at the rate
of 12 percent.

Mr. President, I ask unanimous con-
sent to have printed in the REcorp a
table which specifies this phaseout.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.)

Mr. KASTEN. Mr. President, copies
of that table are available in all Sena-
tors’ offices and also here on the floor.

But let me, if I can, just explain
what we are talking about here. Under
the new bill, there will be a $2,000 per-
sonal exemption for all taxpayers, but
at the very higher incomes that $2,000
personal exemption is phased out. The
committee felt that the $2,000 person-
al exemption was not necessary for
people at the very high-income levels
and it was also felt that the $2,000 per-
sonal exemption would help, if we
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took it out, to skew this bill in favor of
the top end of high-income people.
Under the Packwood bill, under the
bill before us, this personal exemption
would be phased out beginning at
$145,000 and going to $185,000.

Under our amendment the phaseout
still begins at $145,000 but we phase it
out faster. Instead of the personal ex-
emptions being available in part to
people all the way up to $185,000,
under our amendment the phaseout
would end at $161,987 or roughly
$162,000. So instead of the phaseout
ending of the personal exemptions
being from $145,000 to $185,000, under
our amendment the phaseout would
be from $145,000 to $161,000. That is
the difference. We both phase out the
personal exemption at the high-
income levels. We simply phase it out
faster.

The point I am trying to make is
that this bill does not upset the basic
integrity of the Finance Committee
bill. It does not lower the rates. It does
not change it. It does not increase the
rates. It does not change the basic bill.

By supporting this amendment, Sen-
ators are going to be backing working
men and women of our country and
the institutions that they support
with their voluntary contributions.
This amendment is not a “bill buster”
in any way. It protects the integrity of
this tax bill. It is important, I believe,
for us to make this significant im-
provement. Voting for this amend-
ment is probably the most important
thing a Senator can do this year to
help out the charities in our States.

It does not threaten tax reform. In
fact this amendment will improve tax
reform. I believe it is time to act and I
hope that the Senate will adopt this
amendment.

ExHieIT 1

DESCRIPTION OF KASTEN AND INOUYE
CHARITABLE AMENDMENT

1. Provides that charitable contributions
in excess of $200 in any year are deductible.

Phased in over 5 years. 50% first 2 years;
5% second 2 years, and 100% fifth year.

3. Offset: accelerates the phase out of the
personal exemption.

Under the Committee Bill, the $2,000 per-
sonal exemption is phased out for upper in-
comes.

In the Committee Bill it is phased out at
the rate of 5% for every $1,000 above a spec-
ified threshold. We would phase it out at
the rate of 12%.

COMPARISON OF KASTEN/INOUYE AMENDMENT AND
PACKWOOD BILL

Type of retum Packwood Kasten/ Inouye

Individual........
Head of household
Joinl return

$87.240 o §127.240
$111.400 to $151,400
$145,000 to $185.000

$87.240 to $103,507
$111.400 to $128,067
§145.000 to $161,987

Mr. BRADLEY. Mr. President, I sug-
gest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
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The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President,
before I comment on this amendment,
I want to announce the transition rule
that the Senator from Ohio [Mr.
METzZENBAUM] is planning to bring it
up today. So that those Senators who
are interested will know—and we are
calling their staffs now—we will start
with Unocol, which we announced last
night. He then will bring up Cimarron
Coal Co., FIRPTA, disclaimer of trust,
Physicians Mutual Insurance in Ne-
braska, Philips, and Denver Rio
Grande Railroad. They will not neces-
sarily come in that order after Unocal,
although I think by the time we get
onto Unocal we will know the order of
the others.

But I am expecting the Senators for
whom those transition rules were put
in the bill will be here to defend those
transitions.

Mr. President, this particular chari-
table deduction, the above-the-line
charitable deduction, was put in in the
1981 bill in an amendment sponsored
by Senator MoyNIHAN and myself. We
are the two principal sponsors that al-
lowed people to take deductions for
charity even though they did not item-
ize. We introduced the bill when we
were still at a 70-percent top rate.

We were convinced because the mini-
mum rate for most Americans was
then higher than it is now; that it was
only fair that we encourage people to
give to charity even if they did not
itemize. This is called an above-the-
line deduction, and to put it in simple
terms, what it really means is even if
you do not itemize and take deduc-
tions, you can still take some deduc-
tions. We simply moved them in es-
sence from below the line, where you
fill out and itemize, to above the line.
Charity deductions or IRA's are above-
the-line deductions. You can take
them even if you do not itemize,
Moving expenses are above the line,
employee benefits are above the line,
Alimony payments are above the line.

All of these were put in at one time
or another when the rates were signifi-
cantly higher. But as we sat in the Fi-
nance Committee, we tried to decide
what were the things we would be will-
ing to cut out in order to get the rates
down to 15 percent for about 85 per-
cent of the taxpayers in this country.

Each member anted up something
that he felt very dear about in order
to achieve the common good that we
have in this bill. Senator MoOYNIHAN
and I gritted our teeth and said we
would give up on the above-the-line
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charitable deduction. I gave up on in-
dividual capital gains, upon the under-
standing that the rate could not go
above 27 percent. Otherwise, felt cap-
ital gains would have to be put back in
the bill.

Other Members give up other
things. The sales tax deduction was
very, very difficult for any number of
Members to give up. Senator LoNG
from Louisiana fought very hard on
that issue because Louisiana is a high
sales tax State. When all was said and
done, everybody gave up something to
get the bill we had.

So the question now becomes are we
going to start to undo it a bit? And if
so why and with what justification?
Most people below $20,000 do not
itemize. Most people above $30,000 do
itemize.

However, for a family of four, you
have to be above $42,300 in gross
income before you get above the 15-
percent rate of taxation; 80 percent of
all of Americans fall within the 15-per-
cent bracket,

So the issue becomes this: will
people in the 15-percent bracket not
donate to the YMCA, to the B’'nai
B'rith summer camp, to the parish
church, because they cannot get a 15-
percent deduction? The best research
that we can have—and it is very specu-
lative—is that at the low rates that we
have set in the bill people are going to
give because they believe in some-
thing, and they are going to give
whether or not they can itemize a de-
duction.

I have said many times on this floor
in the debate on this bill every one of
us would like to vote I think to put
back in every deduction and not raise

the rates. That would be Nirvana,
Shangri-la, the best of all possible
worlds. But it cannot be done. Under
this bill those people who now give to
charity but do not itemize will contin-
ue to give. They will continue to give
because they will have more money to
give under this bill. More importantly,
they will continue to give because they
have the spirit and desire to give.

0 1040

They will have more money left in
their pocket with the low rates under
this bill, even if they give to charity,
than they have under the current law,
making the donation and taking it as
an above-the-line deduction and
paying the higher rates that now
exist.

So time after time after time as we
went through the debate in the Fi-
nance Committee of what deduction
can we cut out—they say the employer
business deductions which are now
above-the-line deductions have been
removed, have a floor under them and
moved them to an itemization—as we
went through the debate, time after
time we were thinking to ourselves if
the rates are low enough and people
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will actually have more money in their
pocket, continuing the same behavior
that they have done in the past,
whether it is applying to IRA’s, giving
to charity or whatever, will it adverse-
ly affect the IRA’s and the charities?

The conclusion we came to was no.

I understand the frustration.

There was an interesting poll that
appeared about 10 days ago in the
paper asking people “Would you
rather have’ and it listed a variety of
popular deductions. “Would you
rather have these deductions and
higher rates or would you rather lose
the deductions and have lower rates,
even if it meant you had more money
afterward, after you made the contri-
buti~ns?”

The poll was an almost even split,
with about half of the people saying
they would rather have the deductions
because they were used to them.

Mr. President, there is one thing you
can say about this bill. At the moment
the public is not used to it. This is a
radical departure from anything else
that we have ever done in the history
of the Tax Code.

Senator LoNc has said many times
that in all the years he has been here
in the Senate the idea of cutting rates
was anathema. You did not do that, It
was a terrible thing to do.

We went through this code and put
in exceptions and deductions.

Mr. LONG. If the Senator will yield,
I personally was one who thought we
ought to reduce rates, but my col-
leagues did not agree. I recall I submit-
ted an idea to the Finance Committee
that helped people keep some money
by reducing rates. I was told by a
Democratic Senator “You cannot get
the votes for that.”

The argument was made that a
working man needed money more than
the man in the upper brackets, and
that you could be better off politically
by increasing the exemptions than you
would by reducing the rate. I thought
we should have reduced the rates, and
the Senator knows I voted that way on
every opportunity.

For a long time we could convince
someone to vote for something like
the qualified stock option, but we
could not convince them to cut the
rate. Finally, we got people to think-
ing in terms of: why not cut the rate?

The Senator has been on the com-
mittee on the occasions when we voted
several times to bring the rates down.
I am pleased to have voted for those
rate reductions. But there were times
that people thought you could not do
that, because you would be considered
as helping the rich.

Mr. PACKWOOD. That is the irony.
If you wanted to cut the rates, you
were accused of helping the rich. We
had rates of 94 percent at one time.
During World War II the rates were 94
percent. Do you think that anybody
who was rich paid 94 percent? Of
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course they did not pay 95 percent.
That is because rather than voting to
cut the rate, which we thought w. s
too high, we voted to give all kinds of
exemptions and deductions so that
nobody paid the top rate. Nobody who
is really rich today pays the top rate
of 50 percent. -

Mr. LONG. At that time we had the
excess profits tax. Perhaps you do not
recall it, but I am older than the Sena-
tor is. The excess profits tax is what
started this big need for the qualified
pension plan. Back at that time the
executives did not have in mind the
worke.s. They started piling up money
in retirement funds for their execu-
** -es. After a while, labor got on to
tnat and they demanded the right to
be included in this deal.

Rather than pay 90 percent of their
income out in taxes, they would put it
away for the workers.

If T might repeat what I told the
Senator before, they say that back in
those days people met down at the
Mayflower Hotel in the cocktail
lounge, had a few rounds of drinks,
and one said, “I have to go. Let me
have the check. I am in a 94-percent
tax bracket. It will not cost but 6 cents
on the dollar.”

The other fellow said, “No, let me
have it. I have an expense account. It
will not cost me anything."”

The other man said, “No, let me
have it. I have a cost-plus contract. I
can make a 10-percent profit.”

That was the feeling back at that
time. It started putting lawyers to
work finding some way to take a de-
duction. Of course, the pension plan
turned out to be the most acceptable
way. I think there may be $1 trillion
piled up in pension plans which start-
ed back then. Sometimes good things
happen for the wrong reasons.

Mr. PACKWOOD. Let me conclude
by emphasizing what I have said about
the average taxpayer. I understand
that you can give examples that are
not average. No one is exactly average.
All we can do is take these aggregates
of millions of taxpayers that make $0
to $10,000; $10,000 to $20,000; $20,000
to £30,000, and ask in the aggregate,
how do they behave? In the aggregate,
on the average how much do they
give?

Under this bill, because we have
closed almost $50 billion in individual
tax shelters, because we have trans-
ferred $100 billion of taxes off of indi-
viduals and onto business—that is
roughly $150 billion that we can use to
lower individual taxes—on the average
everybody gets a tax cut. The very
poor get the biggest percentage tax
cuts, the $0 to $10,000; $10,000 to
$20,000, the next biggest ones; $20,000
to $30,000 the next. But everybody
gets some tax cut on the average.

On the average, when you add up
the tax cuts that you get, as opposed
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to the deductions that you had but
lose, on the average you end up with
more money in your pocket after this
bill is passed, even if you keep doing
exactly the same thing that you had
in terms of buying IRA’'s or making
charitable contributions.

The question really is, What does
the public want? Not what does this
Senate want but what does the public
want? Do we want to leave money in
people’s pockets and let them decide,
“Do I want to give this to the church
or the YMCA or invest in stock?” Or
do we want to have high rates?

If we have high tax rates, *hen we
have people direct their activities
based upon the inducements in the
Tax Code. The latter is what we have
been doing for the last 50 years. This
bill is a radical change. Therefore, I
hope this amendment will be defeated.
Not because the intent is malevolent. I
do not know of anybody who thinks
charities are bad. It is because we
think charities will be better off under
the bill that is before the Senate than
with the amendment.

Mr. KASTEN. Mr. President, I want
to respond very briefly to the state-
ments of the chairman of the commit-
tee. I do not believe that the question
before us is as he phrased it, whether
or not people are going to donate or
not. I think people will continue to
make charitable contributions.

The question before us is, by taking
away the deduction for nonitemizers,
are people likely to donate more or
less?

I would say people are likely to
donate less by taking away the deduc-
tion.

Then the question before the Senate
is: Do we want to do that?

I think we do not.

What we want is incentive for chari-
table contributions. We want incen-
tives to people who will make the con-
tribution to the YMCA, that will make
that contribution to the B'nai B'rith
summer camp, that charitable contri-
bution that would make the contribu-
tion for the parish church.

The point is that the people of this
country will not shut down charitable
contributions. They will not. But there
is no question at all that the bill, as we
have it today, will make it less likely,
not more likely, that people will make
charitable contributions. That is the
key.

We do not want to make it less
likely. We want to make it more likely
because charitable contributions
ought to be supported, particularly in
this atmosphere of less Federal Gov-
ernment responsibility and more
State, local, and voluntary responsibil-
ity.

Mr.
yield?

Mr. KASTEN. I am pleased to yield
to the Senator from Hawaii.

INOUYE. Will the Senator
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Mr. INOUYE. Is it not true that last
year, when the American Cancer Soci-
ety conducted a survey covering 10,000
households, it clearly demonstrated
that with the deduction, contributions
were increased by 10 percent; without
it, it was reduced by 10 percent.

Mr. KASTEN. The Senator is cor-
rect. I would say to the chairman of
the Finance Committee, we do not
have much evidence in this area and
we admitted that in the previous state-
ment. But the limited amount of evi-
dence we have says that by removing
the deduction there is less of an incen-
tive and it is less likely the people will
make that contribution.

The Senator from Hawaii is correct.
I understand it, what they did was a
test. The test said, “Send in your con-
tribution” for a certain amount of the
mailings or solictation mailings and in
the other one they said, “Send in your
tax deductible contribution.” And,
having the voluntary or charitable
group be able to say, “Send in your
tax deductible contribution,” increased
their contributions on that particular
survey of 10,000 households in three
States. By being able to just say,
“Send in your tax deductible contribu-
tion,” they increased their yield by
roughly 10 percent.

Now that is significant. And this is
not rich or poor. Overall, by being able
to send in your tax deductible eontri-
bution, they increased their yield by
10 percent. The Senator is correct.

Mr. INOUYE. Is it not also true
that, just recently, the most prestigi-
ous organization, the National Bureau
of Economic Research, considered the
current plan before us and said that
charitable giving will decline by $12
billion if this measure is passed; 6 of
the 12 as a result of the reduction of
the rates, but $6 billion of that be-
cause of the elimination of the chari-
table deduction; is that not correct?

Mr. KASTEN. That is correct. The
National Bureau of Economic Reseach
did come out with those findings. All
of the indications are that for sure it
is less. And how we can define it, this
is just such an attempt to quantify it.

We translated the figure used earlier
for the 10,000 households in the Amer-
ican Cancer Society survey and used
this same base. What we are saying is
a 10-percent increase, if we could have
everyone at the higher level, would
result in a $6.2 billion increase in con-
tributions over what it would have
been by not being able to say, “Send in
your charitable contributions.”

So right there, we are starting to
make up at least part of that differ-
ence that the other survey yields. The
Senator is correct.

Mr. INOUYE. I thank the Senator.

Mr. KASTEN. I want to point out,
also, the recent issue of Time maga-
zine, dated June 16. It rated all of
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these different tradeoffs that we are
attempting to make.

I want to point out to the Senate
that this is not a tradeoff. This is not
taxes for IRA's This is not business
meal deductions for reduction in rates.
As the chairman characterized it, we
had to reduce the rates; therefore, ev-
eryone had to give up a little. I think
we should have given up on a number
of these areas—business meals, enter-
tainment, credit card loans, et cetera.

The key here is we are not giving up
anything except at the very high
income levels above $145,000. And it is
not a trade for some special interest, it
is a trade for charitable contributions
for all of this country. America wins if
we have more charitable contribu-
tions.

So it is not picking from one special
interest to another. It is taking from a
very high income group, people above
$145,000, actually above $161,000, and
giving to all of America, because we
are going to restore their incentive to
make charitable contributions.

Mr. LONG addressed the Chair.

The PRESIDING OFFICER. The
Senator from Louisiana.

Mr. LONG. Mr. President, a real test
of whether one is sincere about what
he is trying to do is whether he is will-
ing to pay a price for it. The chairman
of the committee mentioned that ev-
eryone on the committee paid some
dues in order to bring this bill—which
reduces the rates and broadens the
base by cutting back or eliminating
some of the deductions—to the Senate.

In this particular area, the Senator
from Oregon [Mr. Packwoon] was the
leader. He led the charge to put this
deduction in the tax law. He undoubt-
edly sees fully the merit of it today, as
he did then. And it does have a great
deal of merit.

1 was pleased to support him and
vote with him when he fought success-
fully to put this deduction in the code.
It expires under the terms by which it
was agreed to. It had a sunset date, so
that it would expire in 1986. Congress
could extend it if the Congress wished
to do so.

The chairman of the committee is
now resisting the effort to extend it
because he is dedicated today to the
belief that, if we did not have so many
deductions, people could pay at a
lesser rate, and they would have more
power of diseretion as to whether they
really want to contribute or whethr
they do not want to contribute.

Only time will tell whether this in-
centive is of sufficient advantage that
it makes a great deal of difference in
voluntary giving. Like all Senators, I
donate to charity and to religion and
education, and I am not planning to
cut back one penny in what I do now. I
suspect I will do just as well, maybe
better, if I have more money left after
1 pay taxes than I did before. That
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will be an individual choice that we
will have to find out about. We will
just have to see how that works.

So I know the chairman is sincere, in
that there are several places in this
bill where he has voted for positions
that are not popular at all with some
of his constituents, just as others
have, in order that everyone could
have lower rates.

I think that the statesmanship and
leadership of our chairman deserves
the support of the committee and the
support of the Senate. It is not easy to
get these lower rates. Somebody has to
pay a price for some of this.

The Senator from New Jersey [Mr.
BraprLEy] has been laboring in this
vineyard for many years. I have seen
him face many groups who were very
unhappy with him about his efforts, in
that their particular deduction—and
ones that had merit, may I say—would
be eliminated or reduced in favor of
lower rates for everybody. And he, like
others, have paid their dues to make
this bill move to where it is.

I believe at this point that they de-
serve the support of the Senate, just
as they deserved the support of the
committee when they brought this
measure to us. They knowingly voted
to cut back on some things that were
very dear to their hearts, allowing ev-
erybody in the country to have more
money left in their pockets because of
the lower rates, and to have more dis-
cretion as to whether they want to put
it in charity or whether they wanted
to put it in education or whether they
wanted to put the money into their
own personal expenses.

The public generally approves of
this. Even though you will find some
very wonderful, dedicated people who
feel that this incentive is very much
needed to get on with the work that
they are doing, you will find a lot of
other good people who feel that, if
they had more freedom to do what
they think is right and the money to
do it with, it would all work out to the
better for all of us.

I believe we ought to support the
chairman and the committee in this
decision, difficult though it may be for
some of us.

Mr. BRADLEY addressed the Chair.

The PRESIDING OFFICER. The
Senator from New Jersey.

Mr. BRADLEY. Mr. President, first
let me say that there is no Member of
this body that I respect more than the
distinguished Senator from Hawaii,
who is one of the cosponsors of this
amendment.

0 1100

I know that he has worked long and
hard for many of those who could ben-
efit from this amendment. But let me
say that the Dear Colleague letter
which Senator KASTEN, the prime
sponsor of the amendment, and Sena-
tor INOoUYE sent around describing
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what the amendment would do that
they have offered on the floor raised
some questions for me. The numbers
in the letter were surprising to me ac-
tually, and so I asked the Treasury if
they could give me their view of the
Senators’ letter and the issue general-
ly, and I received a letter from the
Treasury which I would like to read
and comment on in the course of read-
ing that letter. It is addressed to me
and it says:

Dear BiLL: You have asked for the Treas-
ury Department's comments on a “Dear
Colleague™ letter circulated by Senators
Inouye and Kasten discussing the charitable
contribution deduction for nonitemizing
taxpayers. As you know, this deduction
would be permitted to expire for taxable
vears after 1986 under H.R. 3838 as adopted
by the Senate Finance Committee.

The letter from Senators Inouye and
Kasten asserts that 61 million low and mod-
erate income Americans who did not itemize
contributed $22 billion to charities in 1984.
We do not know the statistical basis for
those figures, and in any event we doubt
their relevance. Focusing instead on actual
tax return data for 1984, 23 million non-
itemizers took charitable contribution de-
ductions totalling about $1 billion. Since the
nonitemizer deduction in 1984 was limited
to 25 percent of contributions (up to a maxi-
mum of §75), the 1984 return data indicate
that total contributions from nonitemizers
taking the deduction may have been as little
as $4 to $5 billion.

In other words, the claim was that
22 billion was contributed. The Treas-
ury says that after they have looked
at all the tax returns the most that
they can come up with is $4 to $5 bil-
lion. The letter goes on:

I would also note that many more low-
income contributions be removed from the
tax rolls under Tax Reform, so any above-
the-line charitable deduction would not
affect their charitable giving—

Because they would not be filing any

returns, paying tax.
Moreover, nonitemizers tend to be in low-
income brackets where researchers have
measured relatively low rates of responsive-
ness to tax incentives for charitable giving.
Thus, many nonitemizers will take the de-
duction with no major change in their
giving. As you know, as a whole this group
of taxpayers already enjoys a very signifi-
cant advantage from the rate reductions, in-
creased personal exemption and standard
deductions in the Senate Finance Bill.

Then the next paragraph bears on
the claim embodied in the exchange
between the Senator from Louisiana
and the Senator from Wisconsin on
how much reduced giving would flow
from the elimination of this deduc-
tion. The letter goes on:

The letter from Senators Inouye and
Kasten also reports that termination of the
charitable deduction for nonitemizers would
reduce contributions by an estimated $6 bil-
lion per year, This figure represents one ex-
treme of an academic literature that is very
mixed. Other studies report much lower fig-
ures. In any case, there are simulated fore-
casts rather than actual results, because
data are not yet available for the one year
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(1986) in which all nonitemizers receive un-
limited deductions.

In other words, what Treasury is
saying is the claim of $6 billion just
cannot be substantiated in fact be-
cause it is only this year in which the
deductions as proposed by the two
Senators will in fact be in full force
and the data is not available.

It goes on:

In addition, auditing small donations must
be recognized as difficult. Obviously, many
low income returns will not be audited by
the IRS, and thus the taxpayer compliance
could be adversely affected.

Finally, based on the application of an
analysis by Charles T. Clotfelder to the
Treasury Department’s taxpayver data base,
we believe that the revenue cost of this pro-
vision would be double the amount of in-
creased charitable giving—

The revenue cost would be double
the amount of additional charitable
giving.

Thus, for every dollar of increased chari-
table giving that might result from allow-
ance of the deduction, the Federal govern-
ment would lose two dollars in income tax
revenue.

So, Mr. President, the letter from
Treasury raises serious doubts about
the claims that have been made by the
proponents of this amendment. And
on the last point I would like to
expand, that the provision would lose
$2 in revenue for every additional
dollar in contribution that was gener-
ated.

One might say, “Well, how is that
possible?” Well, as we know, there are
many low-income Americans who
make contributions at church every
Sunday, put a few dollars in the plate.
They have done that for 20, 30, 40, 50
years. They will continue to do that
whether there is a tax incentive or
not, and they do that because they are
committed to their church, because
they have strong religious convictions
about supporting the work of their
particular belief.

Now, what about another group?
Well, once you have told people that
you can have a deduction even though
you do not itemize, there will inevita-
bly be some individuals who will claim
a deduction even though they do not
give. And then there is the third
group, the third group that, because
they will be able to deduct their con-
tributions, does make the contribu-
tion. But if you combine the three
groups, you see that you lose $2 in tax
revenues for every $1 of additional
giving.

Now, Mr. President, if the sponsors
of this amendment were serious about
low-income Americans, as they have
stated that they are, why the floor of
$200? Why should not someone who
goes to church every Sunday and puts
a couple of dollars in the plate be as
good as someone who does not itemize
but puts $400 or $500 in contributions?
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Mr. President, when you consider
that one-half of nonitemizers give less
than $100 a year, this amendment
leaves them out. This amendment
leaves out of the picture all of those
low-income individuals who cannot
meet the $20 threshold but who are
committed to give. This amendment,
in other words, is not a charitable con-
tribution for hard-working, low-
income, moderate-income people in
this country. This amendment specifi-
cally excludes them from the benefit
of this deduction.

So, Mr. President, let me say that
you lose $2 for every $1 of additional
contribution. Second, you exclude
most low-income Americans in this
amendment by putting the floor at
$200. And third, Mr. President, we get
to how they pay for this amendment.
Now, on the surface it sounds relative-
ly harmless. What we are going to do,
they say, is phase out the exemption
at a lower rate and that is the way we
get the $900 million, never mind that
Treasury says it is going to be $900
million, but that is what they say.
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Mr. President, what is the effect of
this on the issue of what we are trying
to accomplish in this bill—the rates?
What is the effect on the rates if you
phase out the deduction at a lower
figure? As you know, because we phase
out the exemption now, the effective
marginal rate is about 32 percent on
income levels from $75,000 to about
$194,000. But what would be the effect
of phasing out the exemption at a
lower rate?

Under the Kasten amendment, a
family of four would have a marginal
rate of $40,000 on taxable income of
about $100,000—a marginal rate of 40
percent. A family of eight would have
a top marginal rate of 53 percent on
taxable income of about $100,000. So
the argument that this is a harmless
way to pay runs counter to the whole
magic of this bill.

You reinstitute for a family of four,
with about $150,000, a marginal rate
of 40 percent; a family of eight, a mar-
ginal rate of 53 percent.

Mr. President, let us also consider
how this interacts with capital gains.
Any capital gains that these families
would have would be taxed at 40 per-
cent and 53 percent.

I understand the sentiments of the
Senator from Hawaii and the Senator
from Wisconsin, and I really do not
know if it was the purpose of the Sen-
ator from Wisconsin to raise the cap-
ital gains rate to 53 percent. I do not
know if it was the purpose to raise the
tax rate to 40 percent.

I hope that before we adopt this
amendment, we will think carefully
about what this amendment does to
the rate structure, that we will care-
fully look at why low-income Ameri-
cans were excluded from benefiting
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from this deduction, and that we will
recognize that it loses $2 in tax reve-
nue for every $1 of additional contri-
bution.

Mr. KASTEN. Mr. President, I
would like to engage in a discussion or
a colloguy, back and forth, about
trying to work out this whole area of
Treasury estimates in these different
studies. I know that the Senator has
been involved in this question for a
number of years.

Is the Senator from New Jersey
aware that the Treasury estimates of
Treasury I were that there would be a
loss in charitable giving under Treas-
ury I. The Treasury estimated that
the loss was going to be almost $10 bil-
lion a year, and that the data on
which they developed that was the In-
dependent Sector data? Treasury I in-
dicated—this is going back a couple of
years ago—$10 billion.

Mr. BRADLEY. The Senator from
Hawaii gave the answer to that ques-
tion in his colloquy. The reduction in
charitable contributions is largely a
result of reduction in the rate.

I am sure that the Senator from
Wisconsin does not want to argue that
we should have a very high rate of tax
in order to encourage some charitable
contributions.

As the Senator from Hawaii said, $6
billion in reduced contributions comes
because of the tax rate, and Treasury
I made the same point.

When you reduce the tax rate, the
value of the deduction is less—but not
for the low-income person. It is a rate
of 15 percent or 11 percent under cur-
rent law. But where it is reduced, it is
for the upper-income person. This
amendment does not address itself to
upper-income contributions.

Mr. KASTEN. The Senator is aware
that the Treasury did estimate this
huge loss. The Senator may be correct
with his upper or lower income, but
the point is that half of the $12 bil-
lion—$6 billion—is directly through
this loss in deductions.

Mr. BRADLEY. I do not agree with
the Senator that $6 billion is a result
of the loss of the nonitemized charita-
ble contribution. There is no data to il-
lustrate that, because we could not
possibly have data, because the
nonitemized charitable contribution
was not fully in effect until 1986.

Mr. KASTEN. I am going to come to
that point, because the study referred
to earlier by the Senator from New
Jersey was the 1983 study that he was
trying to use to make his point.

Let me say, to answer this guestion
on the effect of deductibility, that re-
search from a group called Independ-
ent Sector, which provided the data
for the Treasury when they did the re-
search on Treasury I, on the $10 bil-
lion loss, stated as follows:

The term “above-the-line"” refers to the
charitable deduction for nonitemizers. As
you can see, the total gain to charitable
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giving if the nonitemizer deduction was in-
cluded in the Packwood proposal would be
$5.86 billion.

The other point I want to make is
that the study that the Senator re-
ferred to, the so-called Gabriel
Rudney study, was a study that we
were using 2 years ago when we were
working on Bradley, Gephardt, Kemp,
Kasten, Treasury I. We went to those
studies. That study was dated the 26th
of November 1983. They were using
1982 figures, or figures from even ear-
lier. That was before the nonitemizer
charitable deduction was in place.

So we never, in that particular
study, were able to recognize the fact
that the Packwood-Moynihan effort
was in place, which they were looking
at before we had given all taxpayers
the opportunity to make a charitable
contribution. So to go back and say,
“Look to studies before we took a step
forward,” I do not think make sense.

The question here is not whether or
not taking the deduction away is going
to increase or decrease charitable con-
tributions. It seems now that everyone
agrees that eliminating the deduction
is going to provide a disincentive. The
only question we are arguing about is
whether or not that disincentive is im-
portant.

We will agree that without the char-
itable contribution being able to be
itemized by all contributors, charitable
contributions are going to go down.
The question is by how much, and
what is the trade-off? I believe it is sig-
nificant. It might be 6.2; it might be
10; it might even be more. We do not
know. But the point is that it is less.

Then the question we have before us
is this: If we want to have incentives
for charitable contributions in this
country, what do we want to trade?
Higher rates? No. Tax reform? No. Let
us trade a very simple part to phase
out of the $2,000 exemption. I think
that trade is a good one. We ought to
maintain charitable contributions.

I yield the floor.

Mr. BRADLEY. So the Senator be-
lieves that the capital gains rate
should be about 40 percent, because,
in effect, the capital gains rate on tax-
able incomes of more than $100,000
would be 40 percent for a family of
four. I thought the Senator wanted to
get tax rates down, not up.

The PRESIDING OFFICER (Mr.
CHAFEE). The Senator from Minnesota.

Mr. DURENBERGER. Mr. Presi-
dent, I received a lot of advice not to
come to the floor today and speak on
this issue, and I got it from all my
United Ways and all the nonprofit or-
ganizations I have supported in the
past, for my efforts in support of the
above-the-line charitable deduction,
for volunteer mileage, for all the
things that a lot of us on the Finance
Committee have done together to im-
prove the way in which the nonprofit
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delivery system in this country has
met the needs of both the disadvan-
taged and those who serve the disad-
vantaged.
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I thought about it for long time. I
thought, well I have been at this now
for 7% years in the Senate and I was
at it a long time before that. Maybe I
should come to the floor and try to
answer the question of whatever hap-
pened to Bos PaAckwoobp and PAT Moy-
NIHAN.

When I came here in 1979 and
Jjoined the Finance Committee, I was
looking for some leadership in the
area of facilitating the unique delivery
system for public services we have in
this country called the nonprofit and
the independent sector.

I was not on the Finance Committee
more than a couple of seconds, when I
found the leadership on both sides of
the aisle, and I found it in a lot of
other places, and I do not want to be
too selective here, but in particular,
with PAT MoyNIHAN and Boe PACK-
WOOD.

If I can, Mr. President, I would like
to take a few minutes, and from my
perspective, try to answer the question
not on their behalf, but maybe on my
own behalf, just why it is that the
Senator from Oregon and the Senator
from New York are urging the Senate
to support this tax reform bill and
why they were here in 1981 urging on
the Senate and on Congress a piece of
temporary experimental legislation

that would allow all taxpayers, item-

izers and nonitemizers alike, a tax de-
duction for charitable contributions.
Yet today they seem to be taking a dif-
ferent position.

Why did we try this experiment in
1981?

Mr. President, I would venture to
say, and I have gone back and done a
little of my own reading of what I had
to say on the subject in those days, I
think we did it at a time when many
voluntary and charitable organizations
had incurred a steady and dangerous
decline in funds available to them.
Why were these nonprofit organiza-
tions in such desperate shape in 1980
and 1981? Because they suffered from
the ravages of inflation along with the
rest of this Nation. People who wanted
to contribute to their church or favor-
ite charity or the United Way, could
no longer justify those contributions
not when the price of essentials for
their families, the essentials of daily
living, shelter, food, clothing, educa-
tion, and health care had risen so rap-
idly and so far in such a short period
of time in the 1970’s.

Inflation had eroded the purchasing
power of the contributions which
foundations and charities had re-
ceived. Their dollar bought less just as
yours and mine bought less. At the
same time, that inflation dampened
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giving and undermined purchasing
power, it increased the numbers and
the needs of the poor, the unem-
ployed, the elderly, and others who
foundations and volunteer organiza-
tions set out to help. These organiza-
tions, in effect, in 1980 and 1981 were
asked to do more and more with less
and less.

Mr. President, I went back and I am
going to take the liberty of reading to
you and my colleagues a part of a
speech that I delivered at the end of
the 1981 session on October 23, 1981,
to be precise, to an organization which
the Senator from Wisconsin has ap-
propriately designated as one of the
most significant contributors to the
nonprofit sector in America, and that
is the independent sector. In part, I
said this:

If 1T were asked to put a title on the first
part of my speech, I think I would call it
“Where's the Whammy?" I make reference,
of course, to a press release of this organiza-
tion dated August 27, 1981, that character-
ized President Reagan’'s Economic Recovery
Program as a ‘“‘triple whammy™ for the In-
dependent Sector. Let me read a portion of
that press release:

“*Charitable giving is likely to be $18 bil-
lion less over the next four years as a result
of the Tax Act recently signed into law by
President Reagan.* * *

“The Impacts of the Tax Legislation are
all the more significant coming as they do
on top of the pressure that will be put on
non-profit organizations as a consequence of
the other half of the Economic Recovery
Program.* * *

“As a result of budget reductions, non-
profit organizations will lose $27 billion over
the 1981-1984 period. Taken together the
budget and tax portions of the Economic
Recovery Program are projected to cost
non-profit organizations at least $45.6 bil-
lion.* * *

“Brian O'Connell"—who is the esteemed
and sometimes almost revered executive of
the organization—*"‘characterized the impact
on voluntary organizations as a ‘triple
whammy." He explained, ‘federal program
support has already been cut, contributions
are now projected to go down and all this at
a time when everyone is looking to these
same organizations to expand their serv-
ices.” "

That was the expectation of the in-
dependent sector at the time that in-
flation was killing them and it looked
as through the Reagan economic re-
covery that we all participated in was
doing the same thing. I will continue
with my comments of October 23,
1981.

Reading that, I thought to call Brian and
ask where the memorial service was being
held. But I take it you haven't gathered
here to bury the Independent Sector. You
came to rededicate its role in our future.

There will be a lot of gnashing and gnaw-
ing over these statistics—arguments about
assumptions and projections and tax effects.
That debate will largely miss the point.

Let us suppose that the President and the
Congress had not passed the Economic Re-
covery Program and that inflation rates had
continued at 10, 12, 15 percent per year. Let
us suppose that the President and the Con-
gress had not formed a partnership to
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create new investment, new jobs, and eco-
nomic growth. What would the next four
years promise to our non-profit organiza-
tions and to those who depend on them for
services?

The third sector—the non-profit side of
our society—spends about $100 billion a
yvear. Keeping up with inflation at present
rates for four years would require $50 bil-
lion in additional revenues each year by
1984. That is not a cumulative $45.6 billion
over 4 years. That is $560 billion in new reve-
nue each year just to keep up.

And while programs might keep pace with
an infusion of $50 billion, the need in socie-
ty stagnated by inflation, high interest rates
and high unemployment—the need for the
services your organizations provide—would
jump out-of-sight, beyond even the capacity
of a Federal treasury seven times your cur-
rent $100 billion.

Without the Economic Recovery Program,
it would have been time for a memorial
service. We would bury all three sectors at
once.

One whammy, the budget cuts. A second
whammy, the tax cuts. A third whammy,
the expectation that the non-profit sector
will fill the gap created by federal retrench-
ment.

We in Congress did not create the
gap. What we have done in the last 5
years, Mr. President, is stop the gal-
loping growth in public programs that
threatened to bankrupt not only the
Nation but the independent sector
itself.

By doing so we have narrowed the
gap between what is needed this year
and what will be needed next year.

Mr. President, I find it essential to
remind our colleagues both within this
body and outside this body that in the
5 years that have passed since I deliv-
ered that speech the American econo-
my has weathered the storm of infla-
tion. It has settled into a period of
steady growth and a period of little or
no inflation, and during the past 5
years the vast majority of the Ameri-
can public has shared its wealth with
the less fortunate who have not en-
joyed the benefits of the 1980’s pros-
perity.

Charitable contributions have
reached record levels in recent years.
Donations by individuals topped $66
billion in 1985, which is up from $40.7
billion, 5 years earlier, But it is impor-
tant in that regard to note that the
level of giving, as a percent of income,
has stayed relatively constant in the
1980’s and is far below levels attained
throughout the 1960's and early
1970's.

Standing on its own merits, I believe
the decision to make the nonitemizer
charitable deduction permanent would
be adopted unanimously by the
Senate. And I would be willing to lead
the fight against those who would kill
this deduction. Just as I led the fight
to increase the volunteer mileage al-
lowance and to reform foundation
rules, I would not shirk my responsi-
bilities regarding the nonitemizer de-
duction.
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But this issue is not being judged in
isolation. The decision to vote for or
against this amendment must be re-
viewed in the context of the revolu-
tionary tax reform bill crafted by the
Finance Committee. And in that con-
text, I must vote against this amend-
ment.

There are many reasons I believe
that this tax reform bill will encour-
age even greater charitable giving by
the American people. This bill will put
more money in the pockets of all
Americans, where it belongs.

0 1130

And most importantly, it will dimin-
ish the financial stresses of the poor-
est members of our society, those most
in need of social services. This bill
nearly doubles the personal exemption
from $1,080 to $2,000, and it increases
vastly the standard deduction, not just
from $3,500 to $5,000, but it substan-
tially increases the value of not itemiz-
ing for the two-thirds of Americans
who do not itemize. Itemizers have
had their deductions devalued by the
elimination of the consumer interest
deduction, miscellaneous deductions,
and the higher threshold for medical
deductions.

This bill removes nearly 6 million
people from the tax rolls and by radi-
cally cutting tax rates provides the
greatest incentive for Americans to
work harder. In fashioning this bill,
we have maintained two of the most
powerful incentives to continue dona-
tions to charity. Under this bill, item-
izers will continue to receive a full tax
deduction for their contributions and
the importance of retaining full de-
ductibility for itemizers is reflected by
the fact that more than 70 percent of
charitable contributions comes from
the one-third of the families in this
country who itemize their deductions.

Second, we have ended a threat to
hospitals, universities, and other non-
profit institutions that gifts of appre-
ciated property would be included in
the minimum tax base. Organizations
which take on the job of educating or
providing health care to many poor
Americans without cost or with little
reimbursement have been substantial-
ly advantaged by this provision in the
current Tax Code.

President Reagan's tax reform plan,
as we all know, raised the threat of
taxing gifts of appreciated properties.
The House bill carried it out. And the
Finance Committee has ended that
threat, and hopefully will continue to
see that it is not a threat in confer-
ence.

Mr. President, in the space of less
than 5 years we have totally reshaped
the contours of the Tax Code, We
have brought the top rate of tax down
from 70 to 27 percent, and we have
ended special tax subsidies for various
sectors of the economy. The ability of
nonprofit hospitals, and other charita-
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ble organizations in this country to fi-
nance their operations is significantly
improved by the terms of this bill.

Health care organizations will be
able to issue more tax-exempt bonds
to finance new medical equipment,
and small hospitals will reduce their
equipment costs by issuing tax-exempt
bonds together with other small hospi-
tals. We provided the flexibility for
health care providers to remodel exist-
ing facilities to provide more efficient
and less expensive services to the
public. They can get less expensive
tax-exempt financing for ambulatory
care facilities and for outpatient sur-
gery centers that are so vital in remote
areas of this country.

In addition, Mr. President, this bill
will allow all nonprofit organizations
in this country to offer their employ-
ees incentives presently available only
to the for-profit employer, such as the
attractive fringe benefit known as the
section 401(k) plans cash or deferred
plan.

So, Mr. President, our philosophy of
the Tax Code has undergone a radical
shift in 5 years. ERTA represented the
high point in the philosophy, that the
purpose of the code is to encourage
certain types of behavior. Underlying
the philosophy of ERTA, the Tax Act
of 1981, was the belief that Congress
through the Tax Code should shape
society’'s economic and personal
choices.

The tax bill we are considering today
is far different in philosophy from
ERTA. It places greater trust in the
wisdom of the people of this country
as to how they will invest, how they
will spend, and how they will contrib-
ute their money. I believe the Ameri-
can people to be the most compassion-
ate and charitable people on the fact
of this Earth. Our colleagues who pro-
pose this amendment ask us what
about the incentives? Where are the
incentives?

Mr. President, we in Washington
should not be so cynical as to believe
that the people of America will give
only to charity, or the only reason
they will give to charity is because
they get a tax break.

We give to charity because it is our
nature as a people to help the less for-
tunate. The roots of this Nation de-
rived from immigrant poverty, and our
high level of charitable giving will
always recognize how far all of us have
come since our ancestors came to this
country to start a new life. There is no
question, however, as the proponents
of the amendment have argued that
you can increase contributions by 10
percent, not by the deduction but by
advertising the deduction. Those are
two very different things.

I think if we advertise the quality of
our services to those who desperately
need them at a time when they need
them, we can accomplish the same
thing.
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Mr. President, I am convinced that
when ordinary citizens in this country
have the ability to give to charity,
they will give to charity. And they will
do that because of their compassion,
not because of the tax benefit. As the
philosopher Martin Buber once said:

God has willed that there be two hands in
the matter of charity: one that gives and
one that receives. Thank God that yours is
the hand that gives. The giver has the
upper, the receiver the lower hand. Consid-
er how much you ought to thank Him for
granting you the upper hand.

Mr. President, I trust that the Amer-
ican people reflecting that good judg-
ment and that good fortune will con-
tinue their long tradition of helping
the less fortunate. This legislation re-
fleets our trust in the good judgment
of the American people.

I believe this is not the last we will
hear of the non-itemizer deduction.
We may come back to this in the near
future. In fact, I think we will.

I believe Mr. President, that true tax
reform is born, not just refined this
year. In the future we will either go to
a flat tax on individuals with no de-
ductions, an idea that not even BILL
BrapLEY has proposed. And the public
will have to decide what role the Fed-
eral Government will play in relation
to many no-profit activities, including
housing for the poor and health care
for all citizens.

It is my view that we are laying the
foundation to reconsider the concept
of above-the-line deductions. I hope
we can reconsider this issue when we,
one day soon, allow all taxpayers a
nonitemizer deduction to pay their
health insurance costs.

Finally, Mr. President, I would like
to address the inequity of the amend-
ment under consideration.

This amendment does not treat all
nonitemizing taxpayers fairly. When
we adopted the nonitemizer deduction
in 1981, we made the deduction avail-
able to all nonitemizers. However, this
amendment discriminates against
those who would like to give more to
charity, but just can't afford to. It
only allows the deduction for contribu-
tions above $200.

What about the small Minnesota
farmer who can only afford to give $50
of his hard earned money to help
others less fortunate. He gets no de-
duction! Where is the fairness and
equity of a proposal that denies the
small contributor, the one who just
can't afford to give more than $200 to
charity, any tax benefit, but gives
those wealthy enough to give more
than $200 a tax break? For these rea-
sons, I must oppose this amendment.

Mr. INOUYE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Hawaii.

Mr. INOUYE. Mr. President, I would
like to make a few observations.

Mr. President, I am certain that
Americans are generous people, and
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whether we have deductions or no de-
ductions, itemized or otherwise, Amer-
icans will continue to contribute to
charitable causes. They will continue
to contribute to charitable causes.
They will continue to go to the
churches and fill the plate with their
dollar bills. But the question is not
whether Americans will continue to
give or not give. We all agree that they
will continue to give. But with this de-
duction, all studies indicate that they
will give more.

Yesterday, together with the majori-
ty of my colleagues, I voted to uphold
a provision in this tax bill that bene-
fits gas and oil producers because, like
the majority, I felt that this was in
the national interest; that the nation-
al security was involved.

The dollar amount of that proposal
was in excess of $1.5 billion. The dollar
amount in this amendment is less than
$1 billion. Mr. President, I would like
to suggest that this, too, is in our na-
tional interest. It affects millions of
Americans who look upon philan-
thropic organizations for sustenance,
support for education, health re-
search, and religious education.

Mr. President, I hope that our col-
leagues will for once give some aid to
those because after all with Gramm-
Rudman we have been doing our best
to cut down whatever few dollars we
have been providing for the people of
the United States.

Mr. KASTEN addressed the Chair.

The PRESIDING OFFICER. The
Senator from Wisconsin.

Mr. KASTEN. Mr. President, we
have heard a lot during this debate
about what we think the charitable or-
ganizations will think or what we
think the charitable givers will think.
I would like to simply point out what
they say and what they think.

Supporting the Kasten-Inouye
amendment are hundreds upon hun-
dreds of people who have been out so-
liciting charitable contributions, who
have watched the changes from 1981
to 1983, who have taken into consider-
tion the fact that as overall rates will
drop there will be fewer people who
choose to itemize, and the incentives
for charitable contributions.

I would simply like to say to my col-
leagues they are unanimous—‘“they,”
the people who are actually in the
business to try to work the private and
independent sector are unanimous in
support of our amendment:

Let me read them into the REcorD:

Agudath Israel of America.

Alliance of Independent Colleges of Art.

ALS Association.

Alton Ochsner Medical Foundation.

American Arts Alliance.

American Association of Fund Raising
Counsel, Inc.

American Association of Museums.

American Association of Public Television
Stations.

American Association of State Colleges
and Universities.
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American Association on Mental Deficien-
cy.

American Baptist Churches USA.

American Cancer Society.

American Cancer Society—Arkansas Divi-
son.

American Cancer
Division.

American Cancer Society—Indiana Divi-
sion.

American Cancer Society—Wyoming.

American Council for Judaism.

American Council for the Arts.

American Council of the Blind.

American Diabetes Association.

American Foundation for the Blind.

American Leadership Forum.

American Leprosy Missions.

American Lung Association.

American Red Cross.

Americans for Indian Opportunity.

Appalachian Mountain Club.

Arthritis Foundation.

ASPIRA of America.

Associated Catholic Charities of New Or-
leans.

Association of American Universities.

Atlanta Jewish Welfare Federation, Inc.

Boricua College.

Boy Scouts of America.

Boys Clubs of America.

Camp Fire, Inc.

Cancer Care, Inc. and the National Cancer
Foundation, Inc.

Catholic Charities and Community Serv-
ices—Colorado.

Catholic Charities of Diocese of Fargo,
North Dakota.

Catholic Charities USA.

Catholic Social Services for Montana, Ine.

Center for Non-Profit Corporations, Inc.

Child and Family Services.

Child Welfare League.

Christian Church Foundation.

Christian Ministries Management Associa-
tion.

Colonial Williamsburg Federation.

Community Chest Council of Cineinnati.

Community Planning Council of Green-
ville County, South Carolina.

Consumers Union.

Council for Advancement and Support of
Education.

Council of Independent Colleges.

Council of Jewish Federations.

Deborah Heart and Lung Association
(NJ).

Deborah Hospital Foundation.

Geraldine R. Dodge Foundation.

William H. Donner Foundation.

Environmental Fund.

Environmental Policy Institute,

Epilepsy Foundation of America.

The Experiment in International Living.

Family Life Center Inc. (MD).

Farms International, Inc.

Father Flanagan's Boys Home—Boystown,
Nebraska.

Federation of Catholic Community Serv-
ices—Diocese of Cleveland.

Foundation for Children with Learning
Disabilities.

The Fund Raising School.

General Conference of Seventh-Day Ad-
ventists.

Morris Goldseker Foundation of Mary-
land.

Goodwill Industries of America.

Grantsector Management Inec,

Greater Hartford Jewish Federation.

Greater Knoxville Area Epilepsy Founda-
tion.

Heublein Foundation.

Society—Connecticut
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Huntington's Disease Foundation of
America,

Independent College Funds of America.

Indianapolis Jewish Welfare Federation,
Inc.

Interaction.

International Christian Youth Exchange.

Jefferson City Area United Way.

Jewish Federation of Greater Los Angeles.

Jewish Federation of Memphis.

Jewish War Veterans of the USA.

JWB.

Junior League of Schenectady, Inc.

Keep America Beautiful Inc.

The Kennedy Institute for Handicapped
Children.

Kimball Medical Center Foundation, Inec.

League of Conservation Voters.

March of Dimes Birth Defects Founda-
tion.

John and Mary R. Markle Foundation.

Maryland Food Committee.

Massachusetts Association
Health.

James G. K. McClure Education & Devel-
opment Fund.

Meals on Wheels of Central Maryland.

Mental Health Association in DuPage
(IL).

Metro Association for Philanthropy.

Metropolitan YMCA of Oklahoma City.

Mid-Iowa Community Action.

Minneapolis Charities Review Council.

Morgan Memorial Goodwill Industries.

Museum Council of New Jersey.

National Assembly of State Arts Agencies.

National Association for Hospital Develop-
ment.

National Association of Independent Col-
leges and Universities.

National Board of YMCA.

National Board of YWCA.

National Corporate Fund for Dance, Inc.

National Council for Families and Televi-
sion.

National Council of Jewish Women.

National Easter Seal Society.

National Federation of State Humanities
Councils.

National 4-H Council.

National Image, Inc.

National Jewish Center for Immunology
and Respiratory Medicine.

Nalional Mental Health Association.

National Multiple Sclerosis Society.

National Network of Runaway & Youth
Services, Inc.

National Parks and Conservation Associa-
tion.

National Society for Children and Adults
with Autism.

National Society of Fund Raising Execu-
tives.

National Trust for Historic Preservation.

National Urban League.

National Wildlife Federation.

New Haven Foundation.

Nonprofit Coordinating Committee of
New York.

Nonprofit Mailers Federation.

NOW Legal Defense and Education Fund.

Ohio Citizen’s Council.

Ohio Hospital Association.

Peat, Marwick, Mitchell & Co.

Permanent Charities Committee of Enter-
tainment Industry.

Pittsburgh Family and Children Services.

Planned Parenthood of Maryland.

Preservation Action.

Public Education Fund.

Resolve, Inc.

Sid Richardson Foundation.

St. Vincent Medical Foundation.

Southern Methodist University.

for Mental
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W. Clement and Jessie V. Stone Founda-
tion.

Support Center Network.

Texas Hospital Association.

Texas Methodist Foundation.

Theatre Communications Group.

United Cerebral Palsy Association, Inc.

United Community Services.

United Foundation.

_United Methodist Charities of West Vir-
ginia.

United Methodist Foundation.

United Way of America.

United Way of California.

United Way of Dayton.

United Way of Greater St. Louis.

United Way of Greater Topeka.

United Way of Metropolitan Atlanta.

United Way of Metropolitan Chicago.

United Way of Southeastern Pennsylva-
nia.

United Way of Toledo.

Wain Foundation.

World Vision Relief Organization.

Zero Population Growth.

Zionist Organization of America—Balti-
more District.
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I have gone through and mentioned
these people know more about charita-
ble deductions and charitable contri-
butions than we do. These people are
there trying to help in the private
sector. There is no question that by re-
moving this deduction we are going to
remove an incentive. The question is,
By how much?

I feel we cannot afford to remove
the incentive. I feel that we ought to
take the advice and guidance of the
people who are today trying to raise
money for the private and independ-
ent sector, for church groups, for vol-
unteer groups, for people all across
our land, who are acting, in concert
with the overall thrust of this admin-
istration, the overall thrust of this
Senate and House of Representatives,
which is saying we want to rely more,
not less, on private agencies. We want
to rely more, not less, on volunteer
effort. We want to rely more, not less,
on nonprofit kinds of help. We are not
going to rely on the Federal Govern-
ment for everything. We are not going
to rely on the Federal Government,
Federal agencies, and Federal laws.
We are going to reduce the intrusion
of Federal Government and we are
going to rely more on the private
sector.

These people are in the business of,
if you will, creating the foundation
and backbone of that private sector.
They have reviewed the situation.
They have looked at the amendment.
They believe that this amendment
should pass. I also believe it should. I
hope we will have a favorable vote.

The PRESIDING OFFICER. The
Senator from Oregon.

Mr. PACKWOOD. Mr. President,
this is like asking the National Ven-
ture Capital Association whether or
not they want to keep capital gains. Of
course they do. I am referring to the
list that the Senator read. But those
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are people who have been raising
funds in the field. They cannot imag-
ine living under any other circum-
stances.

This bill is a change of circum-
stances so radical that anything that
went before simply ecannot be com-
pared in the same breath. It is one
thing to ask somebody to give money
to charity when the tax rate is 90 per-
cent. “Sure, the Federal Government
will pay 90 percent of it, why not
give?”

Interestingly, charitable giving in
this country has gone up in the last 5
years in the upper income group more
dramatically than the cost of living or
the gross national product even
though their tax rates have come
down. As their tax rates have come
down and they have slightly more
money in their pockets, they become
more generous with charity.

Now the question is: Will those who
are nonitemizers feel as good about
their country as those who itemize?

I say again that with the low rates
people will have more money in their
pocket to give to charity.

I hate to think that what my good
friend from Wisconsin and my good
friend from Hawaii are saying is that
people are so mean spirited, especially
those in the low-income brackets who
do not itemize, that they will give less
to charity even though they are going
to have more money.

I hope they give because they be-
lieve, because they love, because they
care. This is a caring country.

These charities will thrive and pros-
per under this bill more than they
have thrived and prospered under the
current code with higher rates. I
would hope very much, therefore, that
the Senate would table this amend-
ment. I will move to table it if there
are no other comments or debate.

Mr. BRADLEY addressed the Chair.

The PRESIDING OFFICER. The
Senator from New Jersey.

Mr. BRADLEY. Let me say that I
appreciate the effort made by the Sen-
ator from Hawaii and the Senator
from Wisconsin. I am sorry that the
amendment chose to exclude low- and
moderate-income contributors by
having a $200 floor. The vast majority
of low- and moderate-income contribu-
tors will be excluded from using this
deduction.

I am also surprised that the way
they decided to pay for it is by raising
the tax rate on a family of four, 40
percent. That means an increase in
the capital gains rate of 40 percent, or
for a larger family, a family of eight,
53 percent.

Mr. President, I understand their
motivation. I just think this is not the
appropriate way.

FAIRNESS FOR CHARITABLE CONTRIBUTORS

Mr. BUMPERS. Mr. President, one
of the outstanding attributes of our
society is the way in which our citizens
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contribute to and become involved in
charitable causes. Many societies rely
primarily on Government to take care
of the needy, but in America we see it
as everyone's responsibilities to
become involved, either with charita-
ble giving or volunteer efforts. The re-
wards, both to the giver and the recipi-
ent, fully justify the current tax incen-
tives which the Government provides
for charitable giving.

It is ironic that this tax reform bill—
which has so many good provisions for
the needy in our society—would fail to
extend one of the most effective tax
incentive for charitable giving, the de-
duction for charitable contributions by
taxpayers who do not itemize their de-
ductions. Indeed, since 1981 we have
made only two deductions available to
taxpayers who do not itemize—the de-
duction for charitable contributions
and the deduction for contributions to
an IRA—and this tax reform bill
would eliminate both of them. This is
not fair and I oppose the bill on both
points.

I am happy to have cosponsored S.
361 which would make the deduction
for nonitemizers permanent, instead
of permitting it to expire at the end of
this year. The decision of the Finance
Committee not to extend this dedue-
tion is inconsistent with its decision to
give people living at or below the pov-
erty level the tax cut they so desper-
ately need.

In Arkansas, this is a particulary im-
portant issue as there are only six
States which have fewer nonitemizing
taxpayers than does Arkansas. Only
30.9 percent of the taxpayers in Ar-
kansas itemize their deduections. So,
this issue affects 69.1 percent of the
taxpayers in Arkansas. Their contribu-
tions are just as important as those
made by taxpayers who itemize their
deductions and we need to extend the
current deduction for their charitable
contributions.

Nationwide 42 percent of the Na-
tion’s 61,000,000 nonitemizing taxpay-
ers current claim the deduction for
charitable giving and they contribute
$22 billion to charitable organizations,
36 percent of the total amount con-
tributed by all taxpayers. These con-
tributions help finance our religious
institutions, education, social and
health services, and cultural projects.
It is projected that charitable giving to
these organizations might fall 15.7
percent should the current nonitem-
izer deduction be permitted to lapse.

The pending proposal to extend the
nonitemizer deduction for contribu-
tions above $200 may prove an even
greater incentive for giving than the
current law, which applies to all
giving. We should provide the incen-
tive for individuals who make the
greatest contribution and we should
encourage people to give more than
minimal amounts. The deduction for
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contributions over $200 may well pro-
vide this special incentive and it will
do much to meet the Treasury Depart-
ment’'s concern that it cannot audit de-
ductions for very small contributions.

This country is built on a partner-
ship between the public and private
sectors. We should not rely on Govern-
ment to meet our every need. The cre-
ativity and energy which private chari-
table organizations provide is healthy
and we should not reduce the current
incentives for it. This is particularly
true at a time when there are so many
painful cutbacks in the services which
Government does provide.

The PRESIDING OFFICER. The
Senator from Wisconsin.

Mr. KEASTEN. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

Mr. PACKWOOD. Mr. President, I
move to lay the amendment of the
Senator from Wisconsin on the table
and ask for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
question is on agreeing to lay on the
table the amendment of the Senator
from Wisconsin. The yeas and nays
have been ordered and the clerk will
call the roll.

The legislative clerk called the roll.

Mr. SIMPSON. I announce that the
Senator from Utah [Mr. Gagrnl, the
Senator from Florida [Mrs. HAWKINS],
and the Senator from South Dakota
[Mr. PRESSLER] are necessarily absent.

I further announce that, if present
and voting, the Senator from Florida
[Mrs. HAWKINS] would vote “nay."”

Mr. CRANSTON. I announce that
the Senator from Delaware [Mr.
BipeEnN] and the Senator from New
Jersey [Mr. LAUTENBERG] are necessari-
ly absent.

The PRESIDING OFFICER (Mr.
HEecHT). Are there any other Senators
in the Chamber who desire to vote?

The result was announced—yeas 51,
nays 44, as follows:

[Rollcall Vote No. 130 Leg.]

YEAS—51

Grassley
Hart

Hatch
Hatfield
Helms
Johnston
Kassebaum
Kennedy
Kerry
Long
Lugar
Matsunaga
Mattingly
MeClure
MeConnell
Moynihan
Murkowski

Baucus
Bentsen
Boren
Boschwitz
Bradley
Chafee
Cohen
Danforth
Dodd

Dole
Domenici
Durenberger
Eagleton
Evans
Goldwater
Gorton
Gramm

Nickles
Packwood
Proxmire
Pryor
Quayle
Rockefeller
Roth
Rudman
Simpson
Staflford
Stennis
Stevens
Symms
Thurmond
Trible
Wallop
Warner
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NAYS—44
Exon
Ford
Glenn
Gore
Harkin
Hecht
Heflin
Heinz
Hollings
Humphrey
Inouye
Kasten
Laxalt
Leahy
Levin

NOT VOTING—5
Hawkins
Lautenberg
So the motion to lay on the table

amendment No. 2077 was agreed to.
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Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
motion was agreed to.

Mr. LONG. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Abdnor
Andrews
Armstrong
Bingaman
Bumpers
Burdick
Byrd
Chiles
Cochran
Cranston
D’Amato
DeConceini
Denton
Dixon
East

Mathias
Melcher
Metzenbaum
Mitchell
Nunn
Pell
Riegle
Sarbanes
Sasser
Simon
Specler
Weicker
Wilson
Zorinsky

Biden
Garn

Pressler

BABY CALVIN

Mr. FORD. Mr. President, last night
I called the attention of the Senate to
the plight of Baby Calvin, an infant in
a Kentucky hospital that could die at
anytime without a new heart.

I am pleased to report today that a
new heart was found for Baby Calvin
and that he successfully underwent
surgery this morning at Louisville's
Kosair Children’s Hospital.

Mr. President, publicity has a great
deal to do with this child being alive at
this hour. Newspaper, television, and
radio coverage of a similar case in Cali-
fornia had a great deal to do with
Baby Jesse being alive today. Jesse
and Calvin were born with the same
kind of fatal heart defect.

Though it's a testament to the
power and responsibility of the press
that the country learned about these
two children in peril in time for trans-
plant hearts to be found, it strikes me,
Mr. President, as a hit or miss way for
such life and death questions to be de-
termined.

A year and a half ago, Congress ap-
proved an alternative way to deal with
this question. It is called the National
Organ Transplantation Act of 1984. It
instructs the Health and Human Serv-
ices Department to set up a national
organ matching and referral network
and Federal grants to organ procure-
ment agencies to increase the supplies
of donated organs available at the crit-
ical moments they are needed. Three
million dollars was appropriated for
this purpose.

I understand, Mr. President, that
the Health and Human Services De-
partment has been dragging its feet. It
will not get the organ transplant net-
work into operation for several addi-
tional months. And it is just now ad-
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vertising the availability of Federal
funds to assist organ procurement
agencies. Mr. President, I hope the
press that has done such a good job at
the critical moments for Baby Calvin
and Baby Jesse will now turn its atten-
tion to this situation.

Mr. LEVIN. Mr. President, will the
Senator yield?

Mr. FORD. I yield.

Mr. LEVIN. Mr. President, I want to
thank the Senator from Kentucky for
focusing the attention of this body
and this country on the needs of a
baby.

We are in the middle of a critical
debate on a tax bill. What is also criti-
cal is the life and death of our chil-
dren and our citizens. The Senator is
very, very wise and courageous and
right in telling the Senate and the
country: “Let us pause for a moment
and look at our policy with respect to
organ transplant.”

We have now, we hope, saved the
life of Baby Calvin, to whom the Sena-
tor from Kentucky called our atten-
tion yesterday; and, with the grace of
God, we will save many young lives
and older lives which are hanging in
the balance. We must move quickly in
the direction the Senator from Ken-
tucky has pointed us.

We are all grateful to the Senator
from Kentucky for what he is doing.

Mr. FORD. Mr. President, I thank
the distinguished Senator from Michi-
gan, and I compliment him for the
work he is doing with the military in
this particular endeavor.

What we do here for tax reform,
whatever we do for the future, is sig-
nificant. But to have a life available,
to take advantage of what we do here,
is more important, in my opinion.

I thank the distinguished Senator
from Michigan.

OPPOSING THE CHILEAN TOR-
TURE SHIP “ESMERALDA'S”
PARTICIPATION IN THE JULY 4
LIBERTY WEEKEND CELEBRA-
TION

Mr. KENNEDY. Mr.

President, I
send to the desk a joint resolution on
behalf of myself and Senators DoLE,

Lucar, InouyveE, MOoYNIHAN, PELL,
HARKIN, and METZENBAUM.

The PRESIDING OFFICER. The
resolution will be stated by title.

The assistant legislative clerk read
as follows:

A resolution (S.J. Res. 361) opposing the
participation of the Chilean vessel Esmer-
alda in the July 4 Liberty weekend celebra-
tion.

The PRESIDING OFFICER. Is
there objection to the present consid-
eration of the resolution?

There being no objection, the Senate
proceeded to consider the resolution.

Mr. KENNEDY. Mr. President, Al-
though it has not always been so, the
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Esmeralda today is a ship of shame. It
was the site of one of the cruelest
chapters in the history of Chile—the
brutal torture of over 100 men and
women by Chilean authorities in the
aftermath of the bloody coup by Gen-
eral Pinochet in September 1973. Be-
cause of this heritage of horror, the
Esmeralda is a continuing symbol of
the repression which persists in Chile
to this day.

The Statue of Liberty would weep at
the sight of the Esmeralda entering
the gateway of freedom at New York
Harbor. This ship is the antithesis of
American freedom and should not be
permitted to participate in the cele-
bration of America's liberty and de-
mocracy.

Nothing in this resolution is intend-
ed to detract from the noble heritage
of the Esmeralda before the tragic
events of September 1973. For genera-
tions prior to that date, Chile was re-
nowned as one of the most stable and
democratic nations in South America.

The name Esmeralda itself has a dis-
tinguished heritage in Chilean naval
history. The original Esmeralda was a
Spanish frigate captured by Chilean
patriots and commissioned in the Chil-
ean Navy in the war for independence
at the beginning of the 19th century.
The present ship was built in 1952 as a
training vessel to carry on the proud
tradition of seamanship in the Chilean
Navy.

But on September 11, 1973, a mili-
tary junta led by Gen. Augusto Pino-
chet staged a bloody military coup,
crushed Chilean democracy, and in-
stalled the repressive regime that has
ruled in Chile ever since.

On the same day that General Pino-
chet seized power, the junta rounded
up 40 men and 72 women and held
them naked in the dungeons of the Es-
meralda. The prisoners were subjected
to brutal torture and interrogation.
For a period of nearly 2 weeks, they
were beaten, tortured, subjected to
electric shock, mock execution, sleep
deprivation, and sexual abuse.
Throughout this ordeal, the Chilean
authorities ruthlessly interrogated the
prisoners about their political activi-
ties prior to the coup.

Today, the Esmeralda is not used for
torture. But to the Chilean people, it
is a clear and present symbol of the
pervasive terror they have endured in
the 13-year dictatorship of General
Pinochet.

One survivor of the Esmeralda
nightmare described his feelings about
the ship in a sworn statement:

Up to September 10th, it had been for me,
and for ten million Chileans, the “White
Lady,” the ""National Pride.” It represented
Chilean democracy, manhood, the chivalry
of Chilean officers and sailors. Today, it is a
Torture Chamber, a Flagellation Chamber,
a Floating Jail of Horror, Death and Fear
for Chilean men and women.
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Esmeralda means “‘emerald,” a gem
of extraordinary beauty. And the Es-
meralda is one of the most beautiful
tall ships in the world. Until the cruel
coup in 1973, the vessel was a source of
patriotic pride for the Chilean nation.
But because of the coup that trans-
formed the Esmeralda into a torture
ship, the vessel no longer represents
the people of Chile, or the democracy
and freedom for which Chile is striv-
ing. Rather, it symbolizes the reign of
terror in the days when General Pino-
chet’s repressive regime was born.

Instead of evoking the pride of the
Chilean people, the ship summons up
memories of dead friends and missing
relatives, midnight arrests and myste-
rious disappearances, detention in un-
known locations and repression of a
democratic nation.

Current reports by Amnesty Inter-
national and other human rights
groups document General Pinochet's
continuing and flagrant attempts to
crush any democratic opposition in
Chile.

In March, the United Nations Com-
mission on Human Rights condemned
Chile’s record on human rights and
expressed its strong concern over the
persistence of serious human rights
violations, including disappearances,

torture, abuses by security forces, and
the denial of fundamental rights.

As long as repression continues in
Chile and liberty is denied, the Esmer-
alda should not be welcomed in any
celebration honoring America's own
Statue of Liberty. On the day democ-

racy returns to Chile, I will invite the
Esmeralda to return in honor to the
United States. But until Chile is free,
the sails of that torture ship should
not be permitted to darken our waters,
let alone cast their abhorrent shadow
upon our own precious symbol of liber-
ty.

I hope the Senate will act promptly
and favorably on this resolution. The
Esmeralda is already on its way to
New York. My hope is that the ship
will turn back, and will choose not to
participate in the July 4th celebration.
But in any event, I believe this resolu-
tion is necessary at this time. I urge
the adoption of the resolution and ask
that the text of the resolution by re-
printed at this point in the RECORD.

The PRESIDING OFFICER. The
question is on the engrossment and
third reading of the joint resolution.

The joint resolution was ordered to
be engrossed for a third reading, was
read the third time, and passed.

The preamble was agreed to.

The joint resolution, with its pream-
ble, reads as follows:

Whereas, Operation Sail has invited the
Chilean naval vessel Esmeralda to partici-
pate in the July 4th Liberty Weekend cele-
bration in New York Harbor;

Whereas, the Esmeralda is the notorious
vessel used for the torture of 112 political
prisoners at the time General Augusto Pino-
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chet seized power in a military coup in Chile
in 1973;

Whereas, serious violations of Dbasic
human rights and civil rights continue in
Chile under the Pinochet regime, of which
the Esmeralda is an unfortunate reminder.

Resolved by the Senale and House of Rep-
resentatives of the United States of America
in Congress assembled,

SectioN 1. The Congress deeply regrets
the invitation extended to the Chilean
vessel Esmeralda to participate in the July
4th Liberty Weekend celebration in New
York City, and urges Operation Sail to with-
draw that invitation.

Sec. 2. A copy of this resolution shall be
transmitted forthwith to the Chairman of
Operation Sail.

Mr. KENNEDY. Mr. President, I
move to reconsider the vote by which
the joint resolution was passed.

Mr. CRANSTON. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

TAX REFORM ACT OF 1986

The Senate continued the consider-
ation of H.R. 3838.

Mr. METZENBAUM. Mr. President,
I will soon offer a series of amend-
ments to strike various provisions in
this bill.

The amendments on the list have
one common thread. Each one is
custom-tailored to provide a single tax-
payer or a very small group with spe-
cial tax benefits not available to
anyone else in this country. The
amendments that I will offer are de-
signed to zero in on these special privi-
lege amendments.

Mr. President, may we have order in
the Senate?

The PRESIDING OFFICER. The
Senate will be in order. Will the staff
please take their seats at the rear of
the Chamber, and will Senators please
be seated?

Mr. METZENBAUM. I
Chair.

Mr. President, most of these special
provisions are called transition rules.
In its purest form, a transition rule is
provided when a taxpayer undertakes
an activity relying upon existing law
and the law changes in the middle of
the game. But there are transition
rules, and then there are other transi-
tion rules.

thank the
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This bill has transition rules that go
far beyond the pure form, and it has
new loopholes that masquerade as
transition rules.

It is one thing to provide a transition
rule which assists a taxpayer who has
acted in reliance on current law. It is
quite another to provide a taxpayer
with a special provision denied to
others similarly situated or to provide
a new tax break that is not even avail-
able under current law.
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Such provisions are not transition
rules. They are simple greed rules.
They are examples of persons who not
only would not take their lumps like
everyone else but they sought and
they received special treatment. That
is wroneg.

This bill eliminates the right of an
individual to deduct wholly the inter-
est incurred in purchasing a new car
on credit. But car buyers are not get-
ting a transition rule to deduct all in-
terest payments on the new cars they
purchase for their families.

Under this bill, taxpayers must incur
medical expenses in excess of 10 per-
cent of their adjusted gross income in
order to take a medical deduction. The
current threshold is only 5 percent. A
few years ago it was just 3 percent. As
a consequence, the right of individuals
to deduct their medical expenses is
very greatly curtailed. It had gone
from 3 percent, everything over 3 per-
cent, to everything over 5 percent, and
this bill provides only everything over
10 percent.

But this bill does not provide transi-
tion rules to the elderly who have
soaring medical bills. There was no
one to lobby for the car buyers or the
elderly before the Finance Committee.
They are not here petitioning for spe-
cial treatment. They are going to pay
the increased taxes.

But some insurance companies get
special consideration; some big oil

companies are taken care of; some in-
vestment and brokerage houses are
protected; so are some shipbuilders,

some cosmetic companies and some
steel companies.

A tax bill affects the pocketbooks of
every citizen and corporation in this
country. Inevitably, there are going to
be winners and there are going to be
losers.

What we must seek to do is to treat
everyone equally, to even out the
rough spots. There may be times
where that would require narrowly
crafted provisions to take care of
unique problems.

But if the bill is littered with special
protections for those rich and power-
ful enough to have access to the deci-
sionmakers—no matter the relative
merits of their case—then the cause of
equity and fairness is the loser and the
average taxpayer is the loser.

I want to make it clear I am for the
tax bill. I expect to vote for the tax
bill. But the issues to which I address
myself goes beyond the question of
the total tax bill. The issue has to do
with whether or not some individual
provisions are reasonable, whether
some particular carving out was done
for a special corporation, a special
group of individuals, and whether they
should be treated differently than all
of the other people in the country.

I do not doubt that some of those
transition rules are reasonable.
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The issue goes beyond whether some
individual provisions are reasonable.
Many no doubt are. But I believe that
the American people are entitled to an
explanation of why the Senate be-
lieves a few taxpayers should receive
more favorable treatment than other,
similarly situated, but less politically
astute or influential.

And I believe the Senate needs to
consider whether in taking care of the
privileged, we have sacrificed equity in
the process.

I have heard people say there's
nothing new about this; that tax laws
have always been written this way.

I do not believe that is true. But
whether it is or not is immaterial. It is
just not the right way to do business.
The entire tax reform effort is pre-
mised on having a more fair and equi-
table Tax Code, on getting people to
believe that they're getting the same
fair shake as the rich and powerful.

If you give that up, you don't have
tax reform, you have business as usual
and all the lower tax rates in the
world won't make people believe that
the system works for them.

And distrust of the system leads to
disdain and disaffection; it contributes
to a growing sense among Americans
that democracy doesn’t work for them,
it works for the other guy.

I do not believe the provisions listed
below belong in this bill. However, I
look forward to hearing the sponsors
discuss in detail each of those provi-
sions. Absent new information, I do
not believe these provisions belong in
the tax bill.

We have looked at every one of the
transition rules contained on the com-
mitttee’s list, 174 of them, as well as
numerous other provisions that are
hand-made for specific taxpayers.

I want to say publicly that Senator
Packwoobp and his staff have been ex-
traordinarily helpful and candid in
providing us with all the information
we sought. But I am frank to say that
even with their assistance there is only
so much information we could process.

We have tried to apply a reasonable
test in determining whether to offer
an amendment to strike a particular
provision.

In other words, do other, similarly
situated taxpayers receive the same
treatment?

Is the amendment a true transition
rule, or does it actually go beyond cur-
rent law or the provisions of the bill to
confer new tax loopholes on the bene-
ficiary?

Is the beneficiary a municipality or a
nonprofit concern or is it a profitable,
private corporation?

Based on what we have been able to
learn about these provisions, I believe
that the section I will seek to strike
has no plaece in this bill. If there are
additional facts to support the provi-
sion that we are not familiar with and
that make the provision justifiable, I

June 13, 1986

will withdraw the amendment. But
absent such new information, I will
urge that the provision be stricken.

Mr. President, I ask unanimous con-
sent that I may put in a quorum call
without my losing my right to the
floor, the quorum call not to last more
than 5 minutes.

The PRESIDING OFFICER. A
quorum call cannot be limited even by
unanimous consent.

Mr. METZENBAUM. Mr. President,
I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that the
order for the quorum call be rescind-
ed.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. METZENBAUM. Mr. President,
I send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Ohio [Mr. MEerz-
ENBAUM]I, proposes an amendment numbered
2079.

On page 1808, strike out line 15, and insert
in lieu thereof “subparagraph (C) and (D))"

On page 1808, beginning with line 16,
strike out all through page 1810, line 13,
and redesignate accordingly.

Insert at the appropriate place:

The Secretary of Treasury is authorized
to issue regulations that permit family
farmers to use income averaging to the
extent that such regulations will not reduce
revenues more than the revenue raised
under this amendment as determined by the
Joint Committee on Taxation.

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Ohio.

Mr. METZENBAUM. Mr. President,
this amendment deals with the
Unocal, or popularly known as Union
Oil Co. of California. It is called
Unocal now.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that the
order for the quorum call be rescind-
ed.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. METZENBAUM. Mr. President,
this amendment deals with Unocal,
formerly called Union Oil Co. of Cali-
fornia, an oil company located in Cali-
fornia. This is not a transition rule
amendment. I want my colleagues in
this body to understand that that
which is called a transition amend-
ment in this respect is not a transition
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amendment. There is nothing about
this tax bill that removes any tax ben-
efit Unocal is enjoying today.

This provision is a brand new, fresh
off the shelf, loophole. It is not that
the old law, or the law that is present-
ly being considered imposes a tax on
Unocal. This amendment says regard-
less of the old law, or the new law
being proposed, and the mere fact that
we are not affected is not important.
We are asking for special tax treat-
ment.

Unocal in 1985 was the target of a
takeover attempt. And they incurred
$4.4 billion in debt to adopt anti-
takeover measures. The tanks which
extended the debt required that it be
held in a Unocal subsidiary which does
not engage in foreign operations.
Under current law, companies operat-
ing overseas are entitled to a foreign
tax credit. There are limits under the
law on how to compute that credit.
But the fact is Unocal does not qualify
for any foreign tax credits with re-
spect to the interest paid on this debt
under current law or under the new
general rules of this bill.

1 want to emphasize that to my col-
leagues. This is an amendment that
carves out a new loophole for Unocal
that they would not have if the law re-
mained as it is today, and they would
not have it if the bill were passed in its
present form.

Unocal is here saying we want a spe-
cial new loophole because we are spe-
cial. This amendment says we do not
care what the old law is. We do not
care what the new law is. We just
want to have the right to take credit
for that foreign tax credit regardless
of whether or not we were or were not
entitled to it.

In short, this $50 million tax break
which was not available under the cur-
rent law, let alone the provisions of
the present bill, is a gift; nothing
more, nothing less.

I will not belabor the point. I look
forward to hearing sponsors of the
Unocal provision discuss it. Absent
compelling information I believe this
provision should be stricken from the
bill.

The amendment also provides that
the funds raised, the $50 million,
would not be given away to Unocal in
order to make it revenue neutral, and
the amendment provides that the rev-
enues raised will be used to enable
family farmers to use income averag-
ing, a current tax benefit which this
bill repealed.

I think, if I am not mistaken, that
this was a part of the package that the
distinguished Senator from Iowa, the
senior Senator, Senator GRASSLEY,
proposed as a part of his amendment.
In connection with the Conrail amend-
ment the other day. In other words,

the funds raised would be used for
income averaging for farmers.

Mr. WILSON addressed the Chair.
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The PRESIDING OFFICER. The
Senator from California.

Mr. WILSON. Mr. President, as I lis-
tened to my distinguished colleague
from Ohio I was waiting for him to
engage in a more extended discussion
of the circumstances that have pro-
moted the Union Oil Co. of California,
Unocal, to seek a rule that will allow
them to enjoy not a special break that
sets them apart from other taxpayers
who are similarly situated, but what is
admittedly special treatment that
they and others who are similarly situ-
ated are seeking in other to achieve
survival.

He did mention in passing that
Unocal along with a number of other
oil companies has been one of the tar-
gets in a recent rash of hostile takeov-
er bids. He did tell you that in order to
resist that bid, Unocal incurred a $4.4
billion indebtedness, not for the pur-
pose, Mr. President, of acquiring any
new assets, and not for improving
their cash-flow but simply for the pur-
pose of resisting a hostile takeover.

I am not here this afternoon to
debate the merits or demerits of hos-
tile takeovers. Some are good and
some are bad. But it is simply a fact
that many of them have been directed
at resource companies: At oil compa-
nies, at mining companies, those that
have assets that are deemed to be of
significant value, and it is true that in
some cases those seeking to take them
over have done so with the apparent
purpose of then selling off the assets
rather than continuing in the business
of resource development.

I am not here this afternoon either
to discuss the importance of maintain-
ing corporations engaged in the all-im-
portant business of resource develop-
ment. I think that is probably appar-
ent to everyone who drives a car and
pulls up at a gas pump, and it is prob-
ably apparent to those who are sitting
in what would otherwise be sweltering
heat but find themselves enjoying the
coolness of air-conditioning. They
probably understand the importance
of resource development. And I sus-
pect they would also understand the
importance of employment.

Mr. President, I take the floor this
afternoon to respond to my friend and
colleague from Ohio because of my
concern about the employment of
some 21,000 people who are employed
by what is indeed a major resource
company, a major employer, one im-
portant to the local economy of the
city of Los Angeles, one important to
the economy of the State of Califor-
nia, and as you will hear from other
speakers, one important to the econo-
my of their States.
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Jobs are something that we in the
Senate take seriously, and quite prop-
erly so. Ours are not the only jobs we

take seriously.
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And what we are concerned with in
this instance is the ability of not one
corporation but at least one other that
I can think of, Unocal, a company
based in Oklahoma, to survive long
term the effects of the hostile takeov-
er that they successfully resisted in
the short term.

Let me tell you that not only did
Unocal as did Phillips borrow heavily,
incurring enormous indebtedness to
buy back their own stock in order to
resist the takeover of their company,
and perhaps its dissolution as those re-
sources would be then solved, putting
people out of work, but when they did
so they did something dramatically to
change what had been a highly desira-
ble debt-to-equity ratio.

Unocal, in surviving that takeover,
though successful in doing so, went
from being a low-debt corporation,
having before the takeover bid $1.1
billion in debt and $5.7 billion in
equity, a ratio of about 1-to-6 debt to
equity, which is a comfortable ratio.
Only 16 percent of their net worth was
debt.

They went immediately after the
takeover to a situation where they
became a very high-debt corporation,
$5.5 billion of debt in contrast to $1.6
billion in equity. They went from
having 16 percent of their net worth
as indebtedness to having 77 percent.

Mr. President, what they did, in
short, in order to resist that hostile
takeover was to totally turn upside
down their debt-to-equity ratio. That
fact, along with the falling price of oil,
has meant very hard times for this
corporation or Phillips or for others.

What it has meant is that they are
now looking at very difficult times.
They had expected that at the time
that they sought to finance this hos-
tile takeover resistance, at a time
when prices were higher and that the
industry was good, they could pay off
that indebtedness in 5 years. Now they
are in hopes that it will be 10.

They did something else, Mr. Presi-
dent. When they sought to resist the
takeover bid and went to the market-
place in order to incur the indebted-
ness to finance the repurchase of their
own stock, which was widely held in
the marketplace, they first borrowed
at a rate of some 13 percent. Some 5
months later, as they were under a
duty to their shareholders and to their
employees and even their customers to
do, they sought to dramatically reduce
the tremendous interest payments due
at 13 percent on 4.4 billion dollars’
worth of indebtedness. They sought to
refinance at a more favorable rate of
interest.

When they did so, they were re-
quired by the lender in that instance
to take the indebtedness not as debt of
the holding company, but as debt of
the operating companies, and that,
Mr. President, is a significant distinc-
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tion and it is what makes this a com-
plex question.

I am probably going to tell people
more than they will want to know
about this. I do not like what I know
about this.

The fact of the matter is under ex-
isting law a holding company can take
all of the interest that it owes on such
indebtedness and use it to offset its
income. Its income, Mr. President, is
U.S. taxable, but if, instead, as was re-
quired in this case, in order to allow
the lender to collateralize that loan
with those assets, the oil reserves, the
gas reserves, the assets of that corpo-
ration, if, in this instance, you are
talking about the interest that is re-
quired to be paid on the debt, then,
under the rules that then existed, I
quite agree, what you are talking
about is a rule under the IRS that re-
quires that the interest be allocated to
all the operating companies, including
those that are doing business in for-
eign countries and which, if they earn
sufficient income to warrant it, are
taxed by those foreign nations and
gain a foreign tax credit from the U.S.
Government so that they will not be
doubly taxed, so that they will not be
taxed once by the country in which
they are operating on income in that
country and then taxed a second time
when the income, after the foreign
taxes have been paid, is repatriated to
the United States to the parent corpo-
ration or the parent taxpayer.

What happens, Mr. President, is

that it is significant from a tax point

of view whether or not that interest is
allocated. If not allocated, then what-
ever your operations in a foreign
nation, you will sustain a higher for-
eign tax credit than you would if the
income coming back to you from your
foreign operation is reduced and offset
by the interest paid.

In other words, what happened is
that, as in the case of Phillips Petrole-
um Co., when they borrowed to reduce
their indebtedness, all the interest on
that debt they could offset against the
company’s income. The change under
this rule is that in the future the hold-
ing company will have to do what the
operating companies have done. They
will have to allocate the interest. They
will gain a smaller foreign tax credit.
In short, they will have a larger tax
bill.

What that means is that those com-
panies like Phillips and like Unocal,
who have experienced these hostile
takeover attempts and who have suc-
cessfully fought them off only by in-
curring major indebtedness, they will
be under a different rule than that
which existed at the time that the
takeover occurred in the sense that
they will be getting less of a foreign
tax credit.

So they are seeking not to change
the bill which proposes that there be
interest allocation. What they are
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doing is simply seeking a transition, a
phasing in of the new rule.

The reason that they are seeking it,
Mr. President, is because without that
they face hardship.

My colleague said that this was a
$150 billion proposition. He does not
know that. In fact, I do not know
where that figure comes from.

What is true is that the difference
between the tax that is likely to be
paid by Unocal under the rule without
relief and under the rule that they are
seeking would, over a 10-year period,
amount to about $16 million. But it is
a significant thing when they are
having to make these crushing inter-
est payments. No one precisely can tell
what the impact will be. They do not
know that because they do not know
what the price of oil is going to be.
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What they do know is, until oil
comes to be $18 a barrel on the price
of crude, this is going to be an academ-
ic discussion, because there will not be
enough of an income for them to be
concerned about foreign tax credits.
And this is one point on which, with-
out intending to, I think my friend
from Ohio may have misled those who
heard his presentation.

If, in fact, there were no hope of
Unocal enjoying some foreign tax
credit in the future, then we would not
have been having this discussion. But
there is the prospect that oil prices
will rise—and it is doubtful they will
stay at the depressed prices that are
current—that at some point when oil
does again achieve an $18 or greater
price per barrel, that we will then see
a situation in which this becomes not
academic, but very real to those who
are trying to stay in business.

Now, what are we talking about?

Mr. METZENBAUM. Will the Sena-
tor from California yield?

Mr. WILSON. I will yield; at the con-
clusion of my presentation, I will be
happy to yield then to the Senator
from Ohio.

What we are talking about, very
simply, is the situation of not one com-
pany, not one taxpayer, there are cer-
tainly at least two and there are, I sus-
pect, more, and we are talking about
companies that have been paying high
taxes. Quite specifically, in the case of
Unocal, in 1985, consolidated—that is,
not just the holding company, but the
operating companies—on a consolidat-
ed basis system worldwide, the 1985
tax paid by Unocal came to some $910
million, hardly a paltry sum. It was
2.8, almost three times, the company’s
net earnings.

This is not a company that has been
paying no tax. It is a company that
has been paying substantial taxes, em-
ploying substantial numbers of people,
some 21,000 worldwide, three-quarters
of them in my State. I concede I have
an interest. It would appear that there
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is a considerable amount of fairness in
supporting not a change in the law,
but simply a transition, a phasing in of
the difference in the rules that are
going to make for hardships as this
company seeks to pay off its crushing
debt.

Now, I would think that for all of his
concern about fairness to the taxpay-
er—and I commend him for that, it is
something we all share—I would think
that there would be a similar concern
on the part of the Senator from Ohio
with respect to the welfare of those
whose employment may very well
depend upon such transition rules. I
would assume he would be concerned
about steelworkers in Ohio; those in
Youngstown and in Steubenville and
Sandusky and the other great steel
mill towns in Ohio and in Pennsylva-
nia and in West Virginia and in other
States across the Nation.

Now, because the steel industry, we
have been told time and again by the
Senators from steel States, is upon
hard times, times hard enough to war-
rant special quotas on imported steel
in order to allow them to survive, that
we would be interested in some kind of
fairness, not just to the taxpayer but
some sort of a transition rule that
might help steelworkers keep their
jobs. Even if he is not concerned about
the shareholders of those steel compa-
nies, thinking that they are at risk and
therefore have to suffer whatever
management they are willing to trust,
I would think that he would be con-
cerned about steelworkers, not just in
Ohio, but in California, in Pennsylva-
nia, and in West Virginia.

I do not know the details of it, but I
am told that there is a transition rule
that will assist American Steel to
make a go of it in challenging times,
and that the device employed to assist
them in doing so is one that will allow
them to make about 50 percent on the
dollar use of unused investment tax
credits.

Now this excellent piece of legisla-
tion, the Packwood proposal, in order
to achieve dramatically reduced
rates—which incidentally are not af-
fected by these transition rules in any
way. We are not doing anything to the
15 percent or the 27 percent or the 33
percent maximum corporate rate. So
those wearing the buttons on their
lapels that say 15/27/33, this in no
way imperils that magic formula. Nor
do any of the transition rules. They
were indeed a part of the proposal.
What the Senator from Ohio is seek-
ing to do is to knock them out.

But I would assume that he, in his
concern—and I know he is concerned
for the employment and the welfare of
steelworkers in his State and else-
where—would be interested in a rule
that allows American steel to reach
back in some cases 15 years in order to
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find profits against which that unused
investment tax credit can be taken.

Now why was the committee willing
to do that? Why are they willing in
these other instances, when they are
seeking tax reform of a kind we have
not seen in this country for 50 years,
why were they willing to grant a tran-
sition? Well, for the very simple
reason, Mr. President, that they are
concerned that certain industries—per-
haps through some fault of their own,
but in some cases through no fault of
their own—and certain taxpayers are
facing sufficiently difficult times so
that it does not make much sense to
impose upon them a burden so diffi-
cult that they may not be able to sus-
tain it and may in fact be threatened
with diminishing their opportunity to
give people their employment, their
ability to employ and to pay taxes in
the future.

In other words, it would be penny-
wise and pound-foolish, not to say
somewhat callous and insensitive, if we
were to engage, in the name of fair-
ness, in a tactic that puts people out of
business who, with a little transition,
phasing in the new rules, will be able
to stay in business, regain a competi-
tive position, and continue to give em-
ployment, continue, in this case, to
make steel, and in the case of Unocal
and in the case of Phillips, to develop,
to find, and to produce needed energy
resources. that would seem to make
more sense. And apparently it did to
the committee or they would not have
engaged in inserting these transition
rules in this tax reform proposal. And
they did that. What they have offered
us in the name of reform contains
transition rules which clearly they
thought did no violence to the reform.

But what the Senator from Ohio is
proposing, if extended all across the
board, would do violence to those tran-
sition rules. I do not know whether
steel is on his list. If not, I would ask,
why not? If it is good for steel to give
them some assistance to survive, then
perhaps it is good to give another
major employer the kind of temporary
assistance that will assist that employ-
er to survive.

I will only say that no one can tell
you, because they do not know what
the price of oil is going to be, when
this will cease to be academic. The ex-
pectation, on the basis of one table I
have seen, is that within about 2 or 3
years, this will begin to have some
meaning, because the price of oil will
by that time have risen to the point
where foreign earnings on the part of
operating companies will again make
very real the amount of credit that
the consolidated company takes on the
foreign tax credit that can be applied
against the foreign income of their op-
erating companies.
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But let me come back to the basic
point because what we are talking
about at least should be equity. Yes, I
will concede that technically this is
not a transition rule. It is true that
what we are talking about is fairness,
rather than the technical accuracy of
the transition rule. The only differ-
ence between the situation of this
company and that of the Phillips Pe-
troleum Co. is that Phillips did not
seek to refinance, perhaps for very,
very good reason. Perhaps they did
not have to. But having sustained $4.4
billion in debt, having gone to the
marketplace to find that and to find it
in a hurry in order to resist this hos-
tile takeover bid, in an effort arguably
to safeguard the jobs of these 21,000
employees, this company was thereaf-
ter as a matter of good business judg-
ment, of good fiscal management, re-
quired to look for some way to reduce
the crushing burden of these enor-
mous 13-percent interest payments on
that $4.4 billion debt. They did that.
They refinanced. They got a better in-
terest rate, but in order to get it they
were compelled to go a different treat-
ment, to essentially the treatment
that this bill will make the law. All
they are saying is we are willing to do
that. We are not fighting the imple-
mentation of the new rule. What we
are doing is saying give us time to sus-
tain this burden so that over a period
of time as we pay off the debt we will
not experience what we have in the
past year.

Now, what they have experienced in
the past year, Mr. President, is per-
haps best indicated by the reaction of
the marketplace to some of their own
securities. And what has happened is
that in less than a year's time
Moody’s, the rating service that rates
debt securities, has taken Unocal from
the highest rating down to, frankly, a
rather mediocre one. It is a sad story
for those who are shareholders, even
sadder for those who are debtholders.
It is also sad for those who are em-
ployees. This is a story from the Wall
Street Journal dated slightly over a
month ago. And it is entitled “Unocal
Unit’s Debt Is Downgraded Again by
Moody’s Investors,” downgraded again
by Moody’s investors. I am not going
to read it all to you. It just says that
as a result of the debt service that
they are compelled to make, having
sustained that $4.4 billion indebted-
ness that turned upside down their
debt-to-equity structure.

Since last May, Union Oil's debt, as rated
by Moody's, has fallen nine notches from a
high investment-grade rating of double-A-1
to the current medium-low investment-
grade rating.

And it is now a Baa-3, nine notches
down in less than a year's time.

Mr. President, I think that says a
great deal. It says that this company is
not in good times. Between the falling
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price of oil that has caused concern
about the independents, whom this
body voted to assist yesterday by a
huge margin, much better than three-
to-one, that same situation is affecting
not simply small independent oil pro-
ducers, in this instance because of the
purely gratuitous situation of this hos-
tile takeover attempt, a large oil com-
pany is beleaguered. Yes, that is the
proper phrase, it is beleaguered, even
though it is capable of paying the
huge taxes that it paid last year. I
would remind you they were three
times its net earnings.

So, Mr. President, what we are look-
ing at right here is not a benefit that
is limited to a single taxpayer and it is
not technically a transition rule but
what it is aimed at achieving is a tran-
sition to a time when the full imple-
mentation of the rule will not impose
the hardship that it does now. What
we are looking at is a time when once
again profitable operation will permit
it to pay even larger taxes. But we are
talking about a taxpayer that is simi-
larly situated with another company,
the Phillips Co., similarly situated in
the broadest terms with perhaps the
steel industry, perhaps many others.
It is not a break denied other taxpay-
ers who are similarly situated. Like
Phillips, Unocal borrowed in order to
resist hostile takeover, not to acquire
assets. So we are really not talking
about a loophole. We are talking about
an explicit transition to allow them to
survive, to continue giving employ-
ment.

Mr. President, I would suggest that
what we really ought to be concerned
with is not the technicality but the
impact. We do need to be concerned
with fairness, fairness to the taxpayer
and fairness to the employees. That is
what we have been concerned with.
Yesterday afternoon by better than 3
to 1 we voted to give some needed as-
sistance of a kind that we give not to
other industries, not to the real estate
industry, not to any number of other
passive investors. Their passive income
under this change will, over a period
of time, be phased out. They will not
continue to enjoy what they enjoy
under existing law. But we are going
to allow small oil producers to contin-
ue to enjoy what the existing law gives
them, and that is the opportunity to
use passive income and the losses that
they sustain as passive investors, limit-
ed partners, to offset other income.

We are not even asking for anything
of that kind here. What we are asking
for is in fact fairness. We are talking
about something that is not going to
last forever. None of these transition
rules by definition do. We are talking
about temporary relief to avoid hard-
ship. And the hardship, I think, is
pretty clear if you look at what has
happened in those debentures, at the
change in the rating, at the change in
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the earnings. As this Wall Street Jour-
nal story indicated in discussing it:

In connection with the latest downgrad-
ing, Moody's said that “the company’s debt
remains uncomfortably high," despite Uno-
cal’s refinancing of its debt at lower interest
rates and reductions in capital outlays.

Moody’'s yesterday projected a “signifi-
cant” decline in cash flow and earnings cov-
erage of fixed costs for the remainder of the
year, adding that it expected Unocal’'s refin-
ing and marketing profits to weaken.

Mr. President, that is the situation
in which we find ourselves. I think
that Moody’s which is relied upon by
small investors and large as an honest
and objective assessment of the pros-
pects of those listed companies, has
said very clearly this company is hurt-
ing and that is why this rule, be it lit-
erally a transition or not, is fair to
them, not unfair to other taxpayers,
and for that reason, I urge that the
Senator from Ohio not succeed in the
admendment that would strike this
fair rule from taking effect.

Mr. METZENBAUM. Will the Sena-
tor from California yield for a ques-
tion?

Mr. WILSON. Yes; at this point I am
delighted to yield to my friend from
Ohio.

Mr. METZENBAUM. The consider-
ation being asked for, is that provision
in the current law?

Mr. WILSON. Apparently the Sena-
tor was out of the room. I hate to
repeat myself, but I will, in response
to his question, do so. We concede that
this is not in the literal sense of the
word a transition.
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What I think is far more important,
far more to the point, considering the
purpose for which the committee has
adopted these transition rules, is to
gain the same treatment essentially as
that given a similarly situated taxpay-
er. Phillips Petroleum Co., which,
after undergoing a devastating at-
tempt at takeover, resisted it only by
virtue of having sustained a crushing
indebtedness. They were not required,
as was Unocal, by a subsequent credi-
tor at the time of refinancing, to allo-
cate the interest to the operating com-
panies. The lenders to Phillips Petrole-
um allowed the loan to be made to the
holding company. They did not re-
quire that it be made to the operating
companies. The lender to Unocal did.
Why? Because they wanted the securi-
ty of the collateral, the resources—the
gas reserves, the equipent, all those
things.

In order to do what they needed to
do to keep faith with their sharehold-
ers and their employees and their cus-
tomers, Unocal sought that reduced

interest rate. They sought to refinance-

this crushing $4.4 billion debt. In
doing so and in sustaining the loan
burden on the operating companies, as
you know, they fell under the alloca-
tion of the interest rule.
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So the answer to the question is that
they are technically not seeking what
is a transition, but what, in fact, they
are seeking is to be treated similarly to
a similarly situated taxpayer.

Mr. METZENBAUM. My friend
from California agrees that it is not in
present law, and I think we can agree
that it is not in the present bill except
for this amendment.

The Senator from California indicat-
ed some question with respect to the
figure of the Senator from Ohio—that
it would cost $50 million—and said
that figure was not accurate in view of
the lower prices.

Does the Senator from Califernia
have a different figure, inasmuch as
the Senator from Ohio gained his in-
formation with respect to the $5 mil-
lion cost from the Finance Committee
staff, which we are advised got it from
the Joint Committee on Taxation
staff?

Mr. WILSON. I say to my friend
from Ohio that, with the greatest re-
spect for the Joint Tax Committee
staff and for the Finance Committee
staff—who, I can see, are quite capa-
ble—they have been placed in the posi-
tion of having to make an educated
guess. But I think he would be the
first to concede that they are com-
pelled to engage in what is necessarily
sheer speculation.

They do not know what the price of
oil is going to be; and without knowing
that, they cannot tell you by more
than an estimate, a very rough esti-
mate, a purely speculative estimate, as
to what the financial impact will be.
There is no one who can. That is no
insult to that staff. There is no one
who can tell you, any more than
anyone could have told you a year ago
what the price of oil would be today.

Mr. METZENBAUM. Mr. President,
I yield the floor.

Mr. CRANSTON. Mr. President, I
want to make clear that I was not a
sponsor of the rule the Senator from
Ohio wants to remove from the bill
which is now before us. But I rise in
support of the special rule provided by
the Finance Committee for the Unocal
Corp. of my State of California.

This provision is one among several
which benefit major oil companies, in-
cluding Phillips Petroleum and
Texaco.

The Joint Committee on Taxation
has estimated the revenue cost at less
than $50 million. The company argues
otherwise, suggesting that the actual
revenue cost is much less, along the
lines of $16 million based on continued
low oil prices for several more years.

The issue involved is how the compa-
ny must allocate the interest expense
it acquired when Unocal added $4.5
billion in indebtedness last year in
order to fend off a hostile takeover at-
tempt.

Frankly, I am appalled at the enor-
mity of the $4.5 billion indebtedness a
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previously sound, healthy company
with a very low debt-to-equity ratio as-
sumed itself in order to escape a take-
over attempt.

This $4.5 billion in debt-load pro-
duced nothing—no new assets, no new
cash flow. Nothing.

The Treasury of the United States
should be appalled, too. Because what
has happened is that a once-profitable
company, which has pumped a
healthy stream of revenues into the
Treasury, some $1.7 billion in windfall
profit taxes in addition to corporate
income taxes, and into the general
economy of California, and the
Nation, is now in financial difficulty.

The price of oil, as we all know, has
dropped drastically. And that fact has
altered everything and required the
special relief provided in the transition
rule under question.

How did the company fall into the
situation from which relief is request-
ed?

At the time of the takeover the best
terms on which money could be bor-
rowed was a weighted average of 13
percent. This debt was placed at the
holding company level and under the
law was not subject to interest alloca-
tion rules which require a proper allo-
cation of interest costs against foreign
source income.

As interest rates fell, the company
sought to obtain refinancing of the in-
debtedness at a more favorable inter-
est rate. In order to refinance, the
banks required debt to be placed at
the operating company level. As we all
know, many banks are having their
own financial problems and are now,
more than ever, required to take even
more precautions than usual in self-
protection. This action brought the in-
terest on the debt under the interest
allocation rules.

My friend, Senator METZENBAUM, is
correct in observing that this transi-
tion rule essentially seeks relief from
current law.

It does.

Yet, but for the fact that Unocal was
required by the banks to move its
debt, Unocal would have obtained the
same transition relief provided to Phil-
lips and Texaco who retained their
debt at the holding company level.

It is the same debt in both cases for
Unocal. It's just that the debt has
shifted placement from holding com-
pany level to operating level and
therefore comes under the allocation
rules under current law.

If the theory of the change to be en-
acted by H.R. 3838 is correct, and I be-
lieve it is, then debt is debt, interest
cost is interest cost, equity is equity,
fairness is fairness, and where the
debt lies should not make a technical
difference which subjects one taxpay-
er to taxes and another to a different
set of rules.
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That is why this rule fits as a transi-
tion rule, even though it provides
relief from what is current law.

And it places Unocal on the same
footing as its competitors; Phillips and
Texaco.

With the drastic fall in oil prices,
servicing this debt has become an
enormous problem.

This transition rule goes a small way
toward helping Unocal survive and pay
its debts until the price of oil rises.

The rule gives the company time to
phase in interest against foreign
income. Under allocation rules, 13 per-
cent of interest would be taken against
Unocal's foreign income.

At the present time, with the price
of oil around $14 a barrel, this costs
the Treasury nothing because there is
not much income to deduct the inter-
est against.

Unocal will earn foreign profits
when the price of oil rises to $18 a
barrel.

If one assumes that the price of oil
will gradually rise and will pass the
$20 mark by 1989, the cost to the Gov-
ernment over a 10-year period could be
as small as $16 million. Of course, if
the price of oil shoots up the cost will
rise to the Treasury. That is why the
joint committee figure is placed at $50
million. I repeat that the actual figure
is more likely to turn out to be far less.

It is important to keep in mind that
this amendment applies only to Uno-
cal's takeover debt. It does not apply
to any other indebtedness cost of the
company.
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Finally, this amendment is an exam-
ple of why the drive to move our tax
laws into a world where common sense
prevails is so powerful that many
people and corporations are willing to
pay higher taxes in order to get there.

Substance and sense ought to prevail
over form. The interest allocation
rules under H.R. 3838 are a move
toward substance over form. The bill's
provision correctly assigns interest
costs to all income and does not allow
a corporation to escape proper alloca-
tion of interest cost by shifting debt-
load to the holding company level.
Transition relief is provided for com-
panies whose debt is held at the hold-
ing company level. This transition
relief provides equitable relief for
Unocal similar to that provided Phil-
lips and Texaco.

The Finance Committee accepted
this judgement and I concur and urge
my colleagues to join with me in sup-
port of this provision of the bill.

The Senator from Ohio shifts the
small revenue gain by his amendment
to pay for income averaging for farm-
ers. I support income averaging for
farmers. There will be an amendment
to provide income averaging for farm-

ers but that is not the issue here be-
cause $50 million or the lesser $16 mil-
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lion estimated by Unocal will not pro-
vide any significant income averaging
relief for millions of American farm-
ers.

Let me finally say this about the sit-
uation we face in regard to this
amendment. I address my remarks to
Senators on the floor. I address my re-
marks to Senators watching on televi-
sion. I address my remarks to staffers
watching this discussion who will be
advising their Senators about the situ-
ation in regard to this amendment.

It is highly technical as are most of
the tax amendments, but it seems to
me that it is very, very fair to support
what was done namely in the commit-
tee. We have seen a strenouous and
thus far successful effort to hold
against any significant changes in
major provisions of the bill.

Major provisions to many relate to
so-called transition and other benefits
that were approved in the committee
by a vote of 20 to nothing that meet
the needs of one set of constituents
for another. If we now start picking
that apart and taking out what was
approved unanimously in the commit-
tee, taking it out on the floor by a vote
here, that could begin an unraveling
process and there would be efforts to
go after other provisions that are in
the bill that do suit the needs of cer-
tain Senators and meet equitable
needs of their constituents.

If we begin to take the bill apart in
this way, I suspect that also would
doom any effort for some further pro-
visions that might be in a final amend-
ment to be offered, perhaps by the

chairman of the committee, to take
care of certain needs of other Senators
who are not on the Finance Commit-
tee and their constituents who are in
States not represented on the Finance

Committee, that opportunities for
greater equity to take care of certain
legitimate needs would be less likely to
occur.

I think all Senators should keep that
in mind as they consider how to vote
on this first of these amendments
along this particular line of attack on
the bill.

The PRESIDING OFFICER (Mr.
DaANFORTH). The Senator from Alaska.

Mr. MURKOWSKI. Mr. President, I
thank the Chair.

I would like to reflect on the com-
ments of my colleague from Ohio who
has provided us with a rather interest-
ing list of some 19 companies I gather
his staff has selected out of some 174
that are listed as the total transitional
number that the Finance Committee
staff has suggested be included in the
tax bill.

I think the Senator from Ohio has
done the Senate an appropriate serv-
ice in evaluating in great detail, and
out of 174 selected specifically 19 for
detailed examination, which is what
we are initiating now with the exami-
nation of Unoecal.
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I wonder if I could get a clarification
from my friend from Ohio. Is it his
intent that the Senate reflect on the
entire 19 transitional rules, or is there
a possibility we will act individually on
each one, or has that been deter-
mined?

Mr. METZENBAUM. I am not sure I
understand the question.

Mr. MURKOWSKI. I have before
me a list provided by, I assume, the
staff of the Senator from Ohio, a list
of 19 exceptions to his examination of
the transition rules. My question spe-
cifically as we proceed—we started
with Unocal—is the intention of the
Senator from Ohio that we address
these in their entirely and whatever
action the Senate might take, or indi-
vidually?

Mr. METZENBAUM. They would
not be handled as a package. Does the
Senator mean the whole 19 in one
package?

Mr. MURKOWSKI. That is correct.

Mr. METZENBAUM. I have no in-
tention to do that.

Mr. MURKOWSKI. He would single
them out for specific action?

Mr. METZENBAUM. That is cor-
rect.

As the Senator from Alaska knows, I
previously stated that if the amend-
ment in the bill can be justified, then I
will take down the amendment, and I
also indicated that there may be other
egregious cases with respect to which I
expect to address myself when those
come to my attention. We are still
studying them.

Mr. MURKOWSKI. I thank the
Senator from Ohio for the clarifica-
tion.

In view of the fact that the Finance
Committee spent a great deal of time
in deliberating on the appropriateness
of these transitional rules and 174
companies or firms that were affected,
I find it interesting to note on the 19
that where selected for explicit exami-
nation that nearly half of these are
energy companies.

As we reflect on the dependence
which we have in the United States on
energy, particularly imported energy,
and specifically oil where we recognize
that nearly 33 percent of our utiliza-
tion of crude oil is dependent upon im-
portation from both Canada and
Mexico and we recognize as my col-
leagues know—he is a member with me
on the Energy Committee—the com-
mitment of the administration toward
achieving a greater degree of energy
independence, yet that committee and
each member of this Senate has a re-
sponsibility of working toward less de-
pendency on foreign imported oil.

We are struck with the reality that
we are still utilizing more crude oil do-
mestrically in the United States than
we are finding and replacing each day.

Obviously that creates a growing
concern. We have seen the realities as-
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sociated with the impact of the Mid-
east as a focal point of control dictat-
ing whether the price of oil in the
world and the price of oil in the
United States will go up or down.

Fortunately, the U.S. dependency on
the Mideast is somewhat limited, but I
am sure in the wisdom of the Finance
Committee my colleague from Ohio
would agree that it is important that
we maintain and have a healthy do-
mestic industry. Unocal is one of those
companies that represents a domestic
company with little foreign holdings, a
company that is pretty much commit-
ted to the service on the west coast of
the United States, a company, true,
that has several hundred employees in
my State of Alaska.

I will not debate the merits of the
narrow definition of transition rules
with regard to Unocal. But I think
that both the Senators from Califor-
nia spoke eloquently and at length and
with great detail on the financial im-
plications of what this company has
had to bear to maintain its survivor-
ship under a market where hostile ac-
quisitions had run rampant previously.
They incurred heavy debt and, as a
consequence, they are attempting to
maintain their financial integrity and
meet their obligations. I think it fair
to say that they have taken internal
steps through the competency of their
management to work out this rather
difficult picture.

But the reality of what is before
them and the wisdom of the Finance
Committee in considering those com-
panies that requested consideration
under transitional relief bring us down
to a point of basic interpretation.

I would ask the Senator from Ohio,
since we are talking about costs to the
taxpayer, if indeed he would not agree
that it is impossible to project the
price of oil and the figures that the
Joint Committee on Taxation utilize
and provide to the Finance Committee
were based on a different set of as-
sumptions than those that are used
within the industry.

The industry uses a set of assump-
tions over a 10-year period that would
indicate the cost to the taxpayer to be
about $16 million. I believe my col-
league from Ohio is using a figure pro-
vided him of some $50 million-plus.

1 ask my colleague from Ohio if it is
not reasonable to assume that indeed
it is impossible to predict in reality
what the oil prices are going to do, and
the projections within the industry
over the 10-year period run from $15
to $33. Yet, the Joint Committee on
Taxation has indicated that they are
using an average of 27.

I would again call to the attention of
my colleague from Ohio the substan-
tial discrepancy, and as he considers
the merits of the request by Unocal, if
indeed we are not talking more realis-
tically about the cost to the taxpayer
over 10 years of $16 million, and not
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the $50 million which he has indicat-

ed.

I agree with the reality that we both
go to different sources for figures and
we make our points accordingly.

Mr. METZENBAUM. If I may re-
spond, without the Senator losing his
right to the floor, I have no way of es-
timating the figure. I have gone to the
usual sources. I have gone to the ob-
jective sources, which are the Finance
Committee and the Joint Tax Com-
mittee. I think that is as objective a
source as you can find. They have said
it is $50 million.

I respect the Senator from Alaska,
and anybody else who wants to come
up with a different figure. I am not
certain it proves the case one way or
the other. There is no question that it
is special treatment whether $15 mil-
lion or $50 million but at this point I
am prepared to rely upon the objective
figures that have been given to us of
$50 million.

Mr. MURKOWSKI. I submit for the
Record the figures represented by the
industry’s submission on this, and
again I would request of my colleagues
as they reflect on the merits of the
wisdom of a Finance Committee in ad-
dressing the reality that what we need
to maintain in this country is strong
domestic industry.

I ask unanimous consent that the
figures be printed in the RECORD.

There being no objection, the table
was ordered to be printed in the
REcoRrb, as follows:

U.S. GovERNMENT REVENUE Loss FroMm
UnocaL Corp., DUE TO ANTI-TAKEOVER IN-
TEREST ALLOCATION RULE
Assumptions: $4.4 billion anti-takeover

debt; 109 annual interest rate; 13% of inter-

est allocated to foreign operations.

Anti-takeover interest allocated to foreign
operations: $4,400 MM x«13=$57 MM.

Maximum tax savings with no interest al-
location: $57 MM x.35=$20 MM.

et

Ten years total (MM)

=

' West Texas Intermediate Crude Oil Posted Price

# Total reduction in Unocal taxes if no anti-takeover inlerest were allocated
to foreign operations

* Percent of takeaver nferest nol subject 1o foreign allocation

+ Net lan reduchon for Unocal after 10 perceni per year phase-n rule

Mr. MURKOWSKI. Mr. President,
this particular company, unlike many
other companies, does not have the
depth of holdings outside the United
States that would give it the financial
strength to overcome the adversity of
fighting the takeover and the tremen-
dous $4.4 billion debt that they were
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required to have to undertake and
work out of.

So in conclusion, Mr. President, I
feel that there is justification for this
inclusion under the transitional rules
because it is in the national interest of
the United States to have a viable do-
mestic petroleum industry and Unocal
plays a major rule in that contribu-
tion.

Mr. WILSON addressed the Chair.

The PRESIDING OFFICER. The
Senator from California.

Mr. WILSON. Mr. President, I have
just a word or two more because of
some things that have been suggested
by the debate here on the floor.

For one thing, I know that the Sena-
tor from Ohio has had a deep concern
about hostile takeovers, so deep in fact
that I know he moved in this First
Session of the 99th Congress to be one
of seven cosponsors to a bill offered by
Senator Boren that was aimed at
making more difficult the kind of hos-
tile takeover, the very kind that faced
both Phillips and Unocal, and the leg-
islation which the Senator from Ohio
cosponsored sought by some very spe-
cific steps to defeat those hostile take-
over attempts.

They would have taxed green mail
profits under this legislation; that is to
say, they would have made taxable
any profit offered to a shareholder in
order to make successful the takeover.
They would have also treated the in-
terest on money borrowed by the
entity engaging in the takeover nonde-
ductible. We are not talking about the
situation where someone borrows to
resist.

What the Senator from Ohio and his
colleagues were seeking to attack by
this legislation was the effort to
borrow money, or to finance these hos-
tile takeover bids. Again, I am not at
this point going to comment on the
wisdom or lack of wisdom of hostile
takeovers because I do not think you
can generalize. But it is ironic, I think,
and I am compelled to point out the
fact that the Senator from Ohio was
in this instance so concerned about
hostile takeovers that he sought to vir-
tually preclude them, and is now not
exhibiting the same kind of sympathy
for those that have been the targets
and the victims of those takeovers.

Indeed, had we waited just a
moment, if there had been a differ-
ence in the timing of the action of the
Federal Reserve Board in tightening
up the margin requirements on so-
called junk bonds might have elimi-
nated this threat, we would not be
here talking about it.

For all of those reasons, Mr. Presi-
dent, I now move to table the amend-
ment of the Senator from Ohio. Mr.
President, I ask for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.
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The yeas and nays were ordered.

The PRESIDING OFFICER. The
question is on agreeing to the motion
of the Senator from California to lay
on the table the amendment of the
Senator from Ohio. On this question,
the yeas and nays have been ordered,
and the clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. SIMPSON. I announce that the
Senator from  Washington [Mr.
Evans], the Senator from Utah [Mr.
GaRN], the Senator from Florida [Mrs.
Hawgkins]l, and the Senator from
South Dakota [Mr. PRESSLER] are nec-
essarily absent.

Mr. CRANSTON. I announce that
the Senator from Delaware [Mr.
Bipen]l, the Senator from Missouri
[Mr. EAGLETON], and the Senator from
New Jersey [Mr. LAUTENBERG] are nec-
essarily absent.

The PRESIDING OFFICER (Mr.
MaATTINGLY). Are there any other Sen-
ators in the Chamber who desire to
vote?

The result was announced—yeas 33,
nays 60, as follows:

[Rollcall Vote No. 131 Leg.]

YEAS—33

Hatfield
Hecht
Heflin
Helms
Laxalt
Long
Lugar
McClure
MecConnell
Murkowski
Nickles

NAYS—60

Armstrong
Boren
Boschwitz
Cranston
Danforth
Domenici
East
Goldwater
Gramm
Hart
Hatch

Quayle
Roth
Simpson
Stafford
Stennis
Stevens
Symms
Trible
Wallop
Warner
Wilson

Abdnor
Andrews
Baucus
Bentsen
Bingaman
Bradley
Bumpers
Burdick
Byrd
Chafee
Chiles
Cochran
Cohen
D’Amato
DeConcini
Denton
Dixan
Daodd
Daole
Durenberger

Exon

Ford
Glenn
Gore.
Gorton
Grassley
Harkin
Heinz
Hollings
Humphrey
Inouye
Johnston
Kassebaum
Kasten
Kennedy
Koerry
Leahy
Levin

Mat hias
Matsunaga

NOT VOTING-—1T
Ciarn
Hawkins
Lautenberg

Mattingly
Melcher
Metzenbaum
Mitchell
Moynihan
Nunn
Packwood
Pell
Proxmire
Pryor
Riegle
Rockefeller
Rudman
Sarbanes
Sasser
Simon
Specler
Thurmond
Weicker
Zorinsky

Biden
Eagleton
Exans
So the motion to lay on the table
amendment No. 2079 was rejected.

Prossler
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The PRESIDING OFFICER. The
question recurs on the Metzenbaum
amendment.,

The amendment
agreed to.

Mr. METZENBAUM. Mr. President,
I move Lo reconsider the vote by which
the amendment was agreed Lo,

(No. 2079) was
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Mr. GLENN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The
bill is open to further amendment.

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Ohio.

Mr. METZENBAUM. I do not see
anyone seeking the floor. I suggest the
absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. ARMSTRONG. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. ARMSTRONG. Mr. President,
yvesterday my colleague, Senator Hum-
PHREY, and others, visited with the
President about an amendment which
Mr. HuMPHREY and Mr. PROXMIRE and
some of the rest of us had intended to
offer as an amendment to this bill.

In brief, the purpose of our amend-
ment would have been to disallow the
highly preferred tax status of those
nonprofit corporations which provide
funds, facilities, or financing for abor-
tions. It was not our thought that this
would represent in any sense an up or
down vote on how you feel about abor-
tions but really an up or down vote on
tax policy of whether or not this par-
ticular surgical procedure which is dis-
approved by many, including the Sen-
ator from Colorado, should enjoy the
same kind of tax preference as is now
accorded to churches and synagogs, to
organizations whose fundraising pur-
poses are to supply materials and aid
for handicapped children, reading for
the blind, and so on.

It would be in order to do so, al-
though in a sense, it would be a non-
sequitur since this is a tax issue. Some
have argued that it is not timely, that
somehow offering an amendment like
this would be disruptive.

It appears to me, Mr. President, that
anytime you address a controversial
question, and this is a controversial
question, there is a certain element of
disruption.

Polls show overwhelmingly that the
public disapproves of abortion, even
among people who believe it should be
lawful. It is not an activity which is
endorsed or approved of by the vast
majority of people in this country
which underscores why abortion
should not have Lhe same tax-pre-
ferred status that is now enjoved by,
say. feeding the hungry, caring for the
indigent, providing services to the
blind. scientific research. churches,
and so on.
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It seems to me, and I believe it will
be the growing consensus within this
body, that Congress never intended
nor is it sound public policy to provide
that kind of privileged tax status for
abortion.

When you think of it, it is really an
anomaly that this could have come
about in any case because at the time
the charity statutes were written and
charitable corporations accorded this
preferred status in the Tax Code,
abortion was not even a lawful activity
in most areas of the country, let alone
an activity which would be granted a
preferred status under the Tax Code.

So, Mr. President, the theory of the
amendment which was to have been
offered by Mr. HumMPHREY, Mr. ProX-
MIRE, and quite a number of Senators
on both sides of the aisle was simply
to say that corporations, nonprofit en-
tities which engage in this activity
should not be given a highly privileged
tax status.

Some said this is not the right place
to offer an amendment like that to
which I can only respond where in the
world would be the right place? If you
are amending the Tax Code why
would one not offer an amendment on
a tax bill? Should we put it in instead
on the debt limit or the supplemental
appropriation, or on the armed serv-
ices bill or some other similar piece of
legislation?

Mr. President, that is the rationale
for the amendment which was intend-
ed to be offered. As Senators may
know, on yesterday Mr. HUMPHREY
and others met with the President and
reached what I think is a very wise
and statesmanlike agreement.

The President pointed out first that
he was sympathetic to our amend-
ment. He said he favored it, that he
really felt that the Tax Code should
not be preferential toward organiza-
tions that perform and conduct abor-
tions, but he said, “Long before I knew
of this proposed amendment, I made a
pledge to resist all amendments to this
particular tax reform bill,” and so the
President found himself, and I am
forced to admit that many Senators
also found themselves, in a position of
being forced to choose between their
long-held convictions about the sancti-
ty of life and about the legislative
measures designed to enhance the
sanctity of life and, at the same time,
the honoring of a pledge that they
made to facilitate the passage of this
bill.

So

proposition,
which I understand was agreed to by
the chief sponsor of this amendment,

the President's

is not offer the amendment on this
bill, with the understanding that Mr.
Reagan would actively support, not
just give his passive blessing to, but
indeed actively support Lthis amend-
ment when it is offered later this year.
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Lest Senators think this is a sugges-
tion that it be offered as a free-stand-
ing measure or that it will be shuttled
over into legislative oblivion, that it is
going to be forwarded down some in-
tellectual cul-de-sac, as I understand
the proposition which has been agreed
to it is this, that Mr. HuMPHREY and
representatives of the White House
will seek to find a legislative vehicle
which is in the category of “must
pass.” I do not know what that is
going to be. I do not know whether it
will be an authorizing bill or appro-
priations bill or one of the other tax
measures coming down the pike.
Anyway the understanding is this,
that it will be offered to a bill that is
going someplace, not just a bill that is
going to be gathering dust in some
committee or one House or another.

I think that is a very good solution
to the problem.

My main reason for rising is simply
to congratulate Senator HUMPHREY
and the others who have made this so-
lution possible and in effect taken off
the spot not only the President but
Senators who conscientiously would
like very much to support this amend-
ment but who had previously entered
into a promise not to have support for
amendments on this bill.

So I think it is a good solution, and I
think it enhances the prospect for the
passage of this legislation.

Mr. GOLDWATER. Mr. President,
will the Senator yield for a question?

Mr. ARMSTRONG. I am happy to
yield to the Senator from Arizona.

Mr. GOLDWATER. I was not here
when Senator HuMPHREY discussed
this. I was wondering if this would
cover Planned Parenthood.

Mr. ARMSTRONG. I would say to
the Senator from Arizona it would
cover some affiliates of Planned Par-
enthood is my understanding, those
which actually perform abortions or
which provide financing or facilities
for abortions. Other affiliatés of
Planned Parenthood would not be cov-
ered.

I think it is also important, and I ap-
preciate the Senator for raising this
question, to understand that the Hum-
phrey-Proxmire amendment does not
disallow the tax charitable status of
organizations which advocate abor-
tion.

We think it is important to protect
the first amendment rights of anybody
to advocate even a very unpopular
cause. It is only if that crosses the
threshold of providing facilities or fi-
nancing or in some other way actively
participates in abortion.

Mr. GOLDWATER. 1 was interested
in that because Planned Parenthood
has done a tremendous amount of
good down in the part of the country I
live in where we have many, many
people who never have the facilities to
prevent unwanted children or even
children, and Planned Parenthood, for
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example, helped to reduce the average
family from across the border from
around eight or nine to two or three,
all of which is a benefit to them, bene-
fit to us, and if they suddenly were
denied the tax-free status, and I might
say originally they were totally
against abortion and I believe they
have advocated it only when that
seems to be the only course.

I thank the Senator for his answer
because it is very close to me and I
just want to know where we are.

Mr. ARMSTRONG. I appreciate the
Senator’s expression of interest.

Let me join him in expressing ap-
proval of and support for family plan-
ning efforts that really permit families
to plan responsibly and intelligently
for the size of family which they
would like to have.

As I am opposed to abortion, I really
do think that family planning is a
highly desirable activity and I think
our amendment would not touch that.
In those cases where some organiza-
tion might provide both family plan-
ning services and abortion services, I
presume they would simply spinoff
one or the other into a separate entity
for tax purposes.

Mr. EXON. Mr. President, will the
Senator yield for a question?

Mr. ARMSTRONG. I am pleased to
yield?

Mr. EXON. Mr. President, I listened
with great interest to the remarks by
the Senator from Colorado. He knows
he and I have discussed the amend-
ment that was to be offered, and I
think the resolution of it has been
well thought out and I think that is
the best way to do it. So, I join in the
remarks of the distinguished Senator
from Colorado in that regard.

I also listened to the interesting
question by the Senator from Arizona
which was one of those that I had
raised earlier, and basically I under-
stood the amendment, if it had been
offered and in the form that it will be
offered, would not penalize family
planning in any way, shape, or form
except those agencies that might now
be actively engaged in the performing
of abortion.

Does the Senator from Nebraska
have the right understanding on that?

Mr. ARMSTRONG. The Senator is
entirely correct.

May I observe that I especially ap-
preciate the contribution of the Sena-
tor from Nebraska because he is one of
a handful of Members of this body for
whom the sanctity of life has been an
important priority for a long time and
who has consistently supported
thoughtful measures to preserve life
and as usual, he has been careful to
distinguish between the elements of
the proposal and clearly, as the Sena-
tor points out, this amendment seeks
only to disallow the tax-preferred
status when abortion is performed and
does not impinge either on family
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planning measures, nor even upon the
first amendment advocacy of abortion
even though he and I might not wish
to advocate that.

Mr. EXON. I have a further follow-
up question, both a question and in
the form of a suggestion, that I think
would strengthen the amendment
when and if it is put before this body
with the active participation of the
President.
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That has to do with rape and incest.
Had the amendment been offered, this
Senator would have offered or at-
tempted to have offered an amend-
ment to have this not apply in the
case of promptly reported rape or
incest. I do not believe that was in the
original intent because I think the
amendment that was going to be of-
fered basically was wrapped up around
what we generally refer to as the Hyde
language.

I ask the Senator from Colorado,
would he, like myself, who has some
concerns in this area, possibly consider
when the amendment is offered at a
later date with the support of the
President, that reference be made to
promptly reported rape and incest as
an exception?

Mr. ARMSTRONG. Mr. President,
of course, I would be willing to consid-
er any proposal put forward by the
Senator from Nebraska. My own
present feeling is that it would be a
mistake to depart from the Hyde lan-
guage, for this reason: For a number
of years Congress and others who are
interested in this problem have wres-
tled with the issue of exactly what lan-
guage best expresses the emerging
consensus with respect to abortion in
this country. I am not sure the so-
called Hyde language is perfect.
Maybe it could be improved. Indeed,
there is the proposal called the unity
proposal, which moves in one direction
There is the notion suggested by the
Senator from Nebraska which moves
in a slightly different direction. My
own feeling is the course of wisdom is
probably to use the language which
has already been adopted by Congress
over and over again which appears in
our statutes in a number of places.

But having said that, I express really
only my opinion at this point, not a
firm unshakable conviction because at
this stage of the game I think certain-
ly ‘the issue is open for further
thought and discussion, and the con-
tribution of the Senator from Nebras-
ka would be most useful.

Mr. EXON. I thank my friend. I
simply say, if we are going to try to de-
velop a proposition that has a chance
of passing in this body rather than
having a series of moves that lose time
after time after time then I think, we
should not be bound with the Hyde

language. It does not have to be the
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Exon language, or the Armstrong lan-
guage. I am not trying to be the
author of anything.

I am simply saying those of us who
feel strongly about this had better be
reaching out somewhat to some legiti-
mate concerns that many legitimate
citizens have who are in support of the
basic concept that was going to be of-
fered by the amendment that is now
not going to appear on this bill as I
understand it. I simply say I think we
can maintain our purity, if you will,
without being so concise and without
going back to something we have done
before just because it has been done. I
suspect we are going to have a great
deal of difficulty even with the help of
the President of the United States of
passing that kind of a measure unless
we do something to address the rape
and incest proposition that the Sena-
tor from Nebraska has advanced and
will continue to advance.

I thank my friend from Colorado.

Mr. ARMSTRONG. Mr. President, I
thank the Senator from Nebraska. I
am prepared now to leave the issue for
the further thought and consideration
of Senators. I hope every Senator will
reflect upon this matter. It is not
going to be before us during the
course of the debate on this bill but
some time in the next 2, 3 weeks, or
month or so this matter will again
come before the Senate as an amend-
ment to an important piece of legisla-
tion we believe with the active support
of the President and others. But I
hope as Senators have further
thoughts about it they would contact
the principal sponsors, Senator Hum-
PHREY, and Senator PRoOXMIRE, and be
in touch with the Senator from Ne-
braska, and, of course, I would be
happy to hear from Senators who
have ideas as well. I thank the Chair.

Unless others seek recognition I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. PACKWOOD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. PACKWOOD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, it appears,
unfortunately, we are not going to be
able to have any more rollcall votes

T1-059 O-87-17 (Pt. 1l
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today so there will be no more rollcall
votes today. That is my statement.

I am advised between 3 and 4 o’clock
the distinguished Senator from Min-
nesota, Senator BoscHwITZ, and a
number of his colleagues will be
making statements on so-called passive
loss rules, so we will still be on the bill
from 3 to 4 o'clock.

I am also advised by the distin-
guished Senator from Ohio and con-
curred in, I think, by the chairman of
the Senate Finance Committee, that
on Monday maybe we can kick off
some of these transition rules starting
with rollecall votes at 3:30 on Monday. I
do not know if we will stack very many
but at least we will stack one or two so
that at 3:30 we will have some rolleall
votes.

Mr. METZENBAUM. The Senator
from Ohio will be prepared to proceed
as the leader suggests.

Mr. DOLE. I appreciate the coopera-
tion of my colleagues, and I appreciate
Senator BoscHwWITZ bringing some of
his group over at 3 o'clock. I under-
stand he has 23 who wish to speak. I
do not think they are all coming at 3
o'clock but they will be here at differ-
ent times between 3 and 4 o'clock.

If they do not complete their discus-
sion today, it will probably go over
until Monday.

We will be on the bill at 12 noon on
Monday. We will come in at 11 o'clock
and be on the bill Monday at noon.
Perhaps if the Boschwitz group has
not finished their discussion they can
do that for awhile. Senator METzZ-
ENBAUM will be prepared Monday. He
is on a winning streak and he wants to
pursue that.

MORTGAGE REVENUE BONDS

® Mr. ABDNOR. Mr. President, I rise
today, not to offer an amendment—
which I know comes as a disappoint-
ment to the distinguished managers of
this historic bill—but to express my
concern and disappointment that
mortgage revenue bonds, unlike any
other tax-exempt bonds, are still tar-
geted by this legislation to sunset on
December 31, 1987. Undoubtedly, if
this date should prevail, State housing
finance agencies will have to enter the
same battle a year from now as the
housing groups return to Capitol Hill
seeking an extension or deletion of the
sunset.

Since the sunset date was initially
established, we in Congress have im-
posed targeting restrictions to assure
that the proceeds of mortgage revenue
bond reach those individuals who
should receive the benefits. It is un-
necessary that we retain a sunset pro-
vision to trigger a reexamination of
the effectiveness of the program. Ac-
tually, it only invites a self-imposed
crisis that we can well do without.
Hence, I urge those who are appointed
conferees on this historic legislation to
delete the scheduled sunset of mort-
gage revenue bonds.
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I also wish to express my deep con-
cern that in light of our requirements
to better target mortgage revenue
bond proceeds to lower income groups,
there is not provided in this legislation
more tax incentives to developers to
better allow them in reality to provide
lower cost housing to those persons
who can least afford today’s cost.

I challenge the members of the con-
ference committee to address these
issues during their deliberations.e

SOUTH AFRICA

Mr. LEVIN. Mr. President, while
there is a pause in our debate on the
tax bill, I want to take a moment to
talk about the events in South Africa.
And when you talk about South Africa
today, you talk about death—no, not
really death; you talk about murder,
you talk about state-supported mass
executions, you talk about detention,
you talk about women and children
being beaten.

All that is happening now. And it is
going to keep happening over the
weekend. And, unbelievably, it is going
to keep escalating when, on Monday,
million of black South Africans will
risk death in order to pay tribute to
the 10th anniversary of one of their
symbols of resistance: the Soweto up-
rising.

Mr. President, the South African

Government is getting ready for that
tribute. They have enacted sweeping
“security” laws. They may call them
security laws, but in reality they are

not legal and they sure are not the
way to promote security.

Look at what the Government has
done. It could not even get its rubber-
stamp parliament to give it the powers
it wanted so it acted unilaterally and
claimed an even more sweeping grant
of authority than it originally request-
ed. It wants to use that authority to
arrest people without warrants—and
they have arrested over 2,000 so far in-
cluding over 200 church leaders. It
wants to use that authority to conduct
searchers without warrants—and they
have already entered the South Afri-
can Council of Churches building in
Johannesburg, cut its telephone and
telex lines and prevented anyone from
leaving the building. It wants to use
that authority to declare any part of
the country it wishes off limits to the
press—and a blackout is already in
place in critical areas.

That is a law? That protects securi-
ty?

The only people it protects are the
security forces which are, under the
terms of the act, exempt from any
legal action directed against them as a
result of the brutality in which they
engage and the damage that they do.

Mr. President, some people are sur-
prised by all this. But I am not. Nor
should our Government be surprised.
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We have seen this sort of behavior
before. In the past few weeks, if
anyone needed more evidence of the
nature of the regime in Pretoria, they
could find it in Crossroads. In that em-
battled collection of shanties, Pretoria
has tried to create a picture of inter-
nal black confrontation and black po-
litical instability. They have done that
in the hope that they could persuade
some people to think that the present
regime was better than the crisis that
would be created if it fell. But Mr.
President, the black conflict in Cross-
roads is a direct function of Govern-
ment action. Just this morning our
State Department confirmed what we
have known for weeks—that the evi-
dence ‘‘reveals police complicity with
the vigilantes in Crossroads.” Which
means that the police, the Govern-
ment, are fomenting the unrest there.

But they are doing more than creat-
ing a crisis. They are then standing
back and letting it grow. The police
have given the vigilantes weapons—
and then they have surrounded Cross-
roads with barbed-wire barriers and
stood behind them and watched the
killing take place. They are making no
effort to protect people, no effort to
calm the conditions which they have
created.

And I fear we can look forward to
more of the same on Monday.

Unless we act now.

Mr. President, we have passed reso-
lutions, we have made statements, we
have supported protests—but we have
not changed our policy of quiet diplo-
macy and we have not done what we
can and should do: impose sanctions.

Let me conclude these remarks by
quoting from the report of the Com-
monwealth Governments Eminent
Person Group which just concluded
their efforts to assist all parties in de-
veloping a solution to the problems
which are destroying the country.
They found that ANC leaders dis-
played ‘“reasonableness * * * an ab-
sense of rancor and [a] a readiness to
find negotiated solutions.”

But they found that the Govern-
ment “is not yet ready to negotiate
fundamental change.” And one of the
reasons, the report indicated, for that
unreadiness is the absence of sanc-
tions. The report said that the “ab-
sence [of sanctions] and Pretoria's
belief that they need not be feared
defer change.” The net result is that
as long as Pretoria believes that it is
protected from sanctions, the violence
will continue to escalate and ""the cost
in lives may have to be counted in the
millions."”

Mr. President, we have followed one
course of action for 6 years now. It has
not worked. It will not work if we
follow it for another 6 years—assum-
ing that the present Government
could, somehow, survive for another 6
years.
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We need a new policy in South
Africa. And we can have one if the ad-
ministration simply listens to the Con-
gress, listens to the people of this
country, listens to the people of the
world. If we fail to listen, we will
watch—we will watch more beatings,
more bloodshed, more murders, more
dead.

And Mr. President, as we watch we
should know that we are being
watched. Last week, Rev. Allan Bosk
was in Washington and he spoke with
a number of us. And during our con-
versation he said this:

1 have come to the conclusion, and so have
many of my people, that if in South Africa
the situation were different, if it were white
children who got tortured and killed the
way our children get treated in South
Africa, the United States would have long
ago gone into that situation and would have
changed it, even if it had to be done with vi-
olence. It would never have tolerated this.

In an interview with USA Today, he
said:

For more than two years now, the South
African government has been waging war.
Our townships are besieged, the women and
children of our communities terrorized, our
people dying. Constantly, down the streets,
we wade knee-deep in blood. Our churches
have been desecrated, our church services
have been disruptd by police with tear gas
and dogs and guns. Our communities have
been threatened and victimized. Many of
our people systemically assassinated. The
murderers have never been found.

Mr. President, this may be our last
chance to avert a disaster in South
Africa and our last chance to avoid an
international humiliation for Ameri-
can policy in South Africa. The way to
do that is to apply sanctions now.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DOMENICI. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. (Mr.
NickLEs). Without objection, it is so
ordered.

Mr. DOMENICI. I ask unanimous
consent that I may proceed as if in
morning business for not to exceed 10
minutes.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

NEW MEXICO IS A STATE DAY

Mr. DOMENICI. Mr. President, I
shortly shall send to the desk for its
immediate consideration, and I ask
unanimous consent that it be in order
to do so, a resolution that will recog-
nize today, June 13, 1986 as “‘New
Mexico Is a State Day.” This resolu-
tion is necessary to draw attention to a
reality that is frequently overlooked,
either through ignorance or hearing
impairment.
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I ask my colleagues in the Senate to
recognize that New Mexico is a State.

I ask that my colleagues recognize
that I was not sent to Washington,
along with my distinguished junior
Senator, Senator JEFrF BiNncaman, from
a foreign country but from a State of
the Union. We were both elected by
U.S. citizens who reside in the sover-
eign State of New Mexico. For those
who are not familiar with the geo-
graphic location of my State, the Land
of Enchantment, it is directly south of
Colorado, east of Arizona, west of
Texas, and north of the Mexican
border. I repeat, north of the Mexican
border. I repeat, north of the Mexican
border. It was established as the 47th
State in the Union in 1912.
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Recently, a congressional candidate,
David Cargo, a former Governor my
State, was informed by the Treasury
Department that 30 percent of his
Treasury bills would be withheld be-
cause he lived in a foreign country.

I would ask unanimous consent that
this correspondence with the Depart-
ment of Treasury on this matter be in-
serted in the RECORD.

There being no objection, the corre-
spondence was ordered to be printed
in the REcORD, as follows:

DEPARTMENT OF THE TREASURY,
Washington, DC, April 28, 1986.
Davip F. Carco,
Albuguerque, NM.

Dear Mr. Carco: This letter refers to 1000
of 14% percent Treasury/Notes, Series C-81
registered in your name.

Under Section 1441 of the United States
Internal Revenue Code of 1954, as amended,
thirty percent tax on interest payable to a
person not a citizen of the United States
must be deducted and withheld at the
source. Since your address is in New Mexico
we would be compelled to withhold thirty
percent tax from interest payments. Howev-
er, it appears that you may be a citizen of
the United States residing in New Mexico. If
this is the case, you should send us a state-
ment to that effect, in duplicate, signed by
you so that the full amount of interest may
be sent to you.

However, if you are not a citizen of the
United States, but a citizen of New Mexico,
please execute both of the enclosed Forms
W-8 and return them to this office in the
enclosed self-addressed envelope.

Your statement of Form W-8 must be re-
ceived in this office by return mail, or the
thirty perrent tax will be deducted and
withheld, and continue to be deducted and
withheld until received. You will have to
contact the Internal Revenue Service for

refund of any interest overwithheld.
Sincerely,
W. A. WEATHERALL,
Securities Transactions Analyst,
Registered Payments Section.
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ALBUQUERQUE, NM,
May 7, 1986.
Mr. W.A. WEATHERALL,
Department of the Treasury,
Registered Payments Section,
Washington, DC.

DearR MR. WEATHERALL: I wanted to ac-
knowledge receipt of your letter of April 28,
1986 and I enclose a copy of that letter for
your reference. I can appreciate the fact
that you want to withhold 30% of the tax
on the interest payable on my Treasury
Notes, however, I think this is just a bit
unfair. New Mexico is not only in the
United States, but I served as Governor of
the State of New Mexico and at the present
time, am a candidate for Congress from the
State of New Mexico. I have never been a
citizen of the Republic of Mexico and do not
consider myself as such. New Mexico in fact,
is within the United States and has been
since 1912, As a matter of fact, it is located
equidistant between Texas and Arizona. Col-
orado borders it on the north. I would ap-
preciate it if you would not withhold from
my Treasury Notes because I am not a citi-
zen of a foreign country. As a matter of fact,
the Internal Revenue Service can contact
me by way of a local call if they so desire.
However, I have no intention of contacting
them for a refund of anything that has
been withheld both illegally and improper-
ly. I can only suggest that indeed there is
life west of the Potomac and that it is right
here on the Rio Grande. All within the
boundaries of the United States. I am not
offended, I am only chagrined by your
letter.

Sincerely yours,
Davip F. CaRrGo,
Attorney at Law.

Mr. DOMENICI. Mr. President, this
is not the first time that New Mexico
has suffered an identity crisis at the
hands of the Federal Government.
The State Department has been
known to refer my staff to its foreign
affairs desk. Grocery and drugstores in
the District have refused to honor
New Mexico drivers' licenses, stating
that it is their store’s policy to take
checks only from American citizens.
When individuals are planning vaca-
tions in my beautiful State, there are
frequent inguiries concerning visas,
immunization, and the relative drinka-
bility of our water. There are 1.3 mil-
lion people who reside in the beautiful
and sovereign State of New Mexico,
fifth largest State of the Union, by
area. There are no horses that are tied
to hitching posts on Main Street. In
fact, we have removed most of the
hitching posts from most of our cities.
We use U.S. currency, not pesos. We
have several national laboratories
which are at the cutting edge of re-
search. Yes, indeed, we have newspa-
pers in English, we have television and
radio, international hot air balloon
fiesta, the longest tramway in the
hemisphere, Carlsbad Caverns, a mis-
sile range there at White Sands, an-
cient Indian ruins, a world renowned
opera, ski resorts, mountains, valleys,
and the Rio Grande. New Mexico has
another distinction. We have the dis-
tinction of being the site of the first
atomic bomb detonation in 1945.
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As Linda Ellerbe on NBC's Today
Show commented:

If New Mexico were in a foreign country,
it is likely there would have been an inter-
national protest by now and everyone would
know us.

Mr. President, we in New Mexico are
declaring Friday, June 13, today, 1986,
as “New Mexico is a State Day."” And
that is something we want all Ameri-
cans to hear about.

I am joined by my distinguished
junior colleague, Senator BINGAMAN, in
sending to the desk a resolution. We
ask for its immediate consideration.
We think that the U.S. Senate should
help us today. We think we should
adopt this resolution. It would set
aside this particular day as *“New
Mexico is a State Day.”

Before I do that, I want to state that
in addition to declaring this as “New
Mexico is a State Day,” I added a
couple of further resolves, I say to my
friend, Senator BiNcaman, in addition
to those that I shared with him. I
thought it might be appropriate to re-
solve further that the Secretary of the
Treasury ought to get a copy of this
resolution. If he sees fit, perhaps he
could circulate it to his analyst who
sent the assessment to our former
Governor at an address in Albuquer-
que because he was a foreigner, living
in a foreign country. Since the State
Department frequently tells my staff
that they are sending them over to the
foreign affairs desk, I am adding that
we send a copy of the resolution to the
Secretary of State.

In this resolution, which I am joined
in by my good friend, Senator Binca-
MAN, who is also from New Mexico,
elected by American citizens, we have
summarized all the things we are, all
the things our State stands for, and
some of the things we have contribut-
ed to our national wellbeing. We now
send this resolution to the desk and
ask for its immediate consideration. I
wonder if my friend, Senator Binga-
MAN, would like to be heard.

The PRESIDING OFFICER. The
clerk will report the resolution.

The legislative clerk read as follows:

A resolution (S. Res. 427) to acknowledge
June 13, 1986, as “New Mexico is a State
Day.”

Mr.
Chair.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. BINGAMAN. Mr. President, I
would like to first commend my senior
colleague, Senator Domenici, for
bringing this matter to the attention
of the Senate. We certainly need to be
reminded of this at times, and I think
he has found a good occasion to do
that.

There are two aspects of it on which
I would comment. First of all, if the
Treasury Department would check
with the U.S. Treasurer, Katherine
Ortega, who is a New Mexico citizen

BINGAMAN addressed
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from Alamogordo, I think they would
certainly have this matter cleared up
without us having to pass a resolution.

I would also comment that I think it
is unfortunate that my senior col-
league chose Friday, the 13th, to bring
this to the attention of the Senate.
Unfortunately, that was the date that
was available and hopefully that will
not affect the outcome of the resolu-
tion. But I support it strongly and I
urge my colleagues to vote for this res-
olution.

Since Senator METZENBAUM Was suc-
cessful earlier this afternoon with his
amendment, perhaps this can succeed
as well.

Mr. RUDMAN addressed the Chair.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. RUDMAN. I wonder if my
friend from New Mexico would yield
for a question.

Mr. DOMENICI. I would be pleased
to yield to my good friend.

Mr. RUDMAN. I find it very hard to
believe that the Department of the
Treasury would have made such a
grievous error, and I wonder whether
or not the Senator from New Mexico
might not be missing something.

As the chairman of the Budget Com-
mittee, is it possible that because of
Gramm-Rudman we have eliminated
New Mexico?

Mr. DOMENICI. Well, I plan to
leave here in about 45 minutes to go
up to the Senator’'s State. I thought I
was going up there to pay him honor
and homage. I guarantee I would not
be going up there if Gramm-Rudman
eliminated us as a State of the United
States.

Mr. RUDMAN. Will my friend yield
for just one last question? I wonder if
my friends from New Mexico might
have considered that there might be
some advantages to allowing this situ-
ation to ripen. After all, if you were
expelled from the Union, I expect the
Senator from New Mexico would im-
mediately ask for a large block of for-
eign aid money.

Mr. DOMENICI. Let me say to my
good friend, the fate of foreign aid in
the national budget is not better than
any of the other expenditures. I do
not think we would be any better off.
But perhaps we will ask New Mexicans
if they want to consider that alterna-
tive.

Mr. RUDMAN. There is always the
other alternative of a foreign military
sales agreement with this administra-
tion. I expect that the people of New
Mexico might like Stinger missiles,
Sidewinder missiles and even Harpoon
missiles to defend the vast ocean
spaces of the State of New Mexico.

Mr. DOMENICI. In fact, we do need
it because the Rio Grande does run
there. I would tell Senators, however,
it does not have any water in it half of
the year.
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The PRESIDING OFFICER. Is
there further debate on the resolu-
tion?

Mr. GORTON addressed the Chair.

The PRESIDING OFFICER. The
Senator from Washington.

Mr. GORTON. Mr. President, I want
to thank my friend from New Mexico
deeply for bringing this resolution
before the Senate and for focusing our
attention on the subject. The senior
Senator from New Mexico was with
me in central Washington on the day
on which a newspaper there had a
front page story on the subject to
which he refers, the confusion in the
Department of the Treasury about the
status of New Mexico. It was at that
point that my attention was focused
on this proposition.

Now, Mr. President, I can assure nei-
ther you nor this body on the basis of
first-hand experience whether or not
New Mexico is, in fact, a part of the
Union, but I have become a close
friend, I might even say a disciple, of
the senior Senator from New Mexico
over the past 5 years, and I do want to
tell you unreservedly, Mr. President,
that if the senior Senator from New
Mexico states that his place of resi-
dence is, in fact, a part of the United
States, I am totally and completely
ready to accept that statement.

Mr. BOSCHWITZ addressed the
Chair. X

Mr. DOMENICI. I thank my good
friend from Washington. I am remind-
ed, however, even in his State, when I
was there, that story appeared. I re-
member on that evening on television
they were commenting that I had been
there. As the young commentator fin-
ished the new cast, he repeated my
name, and them he said, “The Senator
will leave Washington for Mexico
shortly.” [Laughter.]
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So maybe we ought to find out that
person’s name, and we could send a
copy of the resolution to his television
station, also.

Mr. GORTON. That position has
great merit.

Mr. BOSCHWITZ. Mr. President, I
rise in opposition to this resolution.
[Laughter.]

I am not all rhapsodic about the idea
of allowing New Mexico to stay in the
Union. Had I been here a little earlier,
perhaps I would have opposed its in-
clusion in the first place.

Mr. DOMENICI. You mean the reso-
lution or statehood?

Mr. BOSCHWITZ. Both.
ter.]

I might say that I, too, am identified
as a close friend—indeed, as the Sena-
tor from Washington said, close to a
disciple—of the senior Senator from
New Mexico. But that makes no differ-
ence.

I say to my friend from New Mexico
that if we are successful in defeating

[Laugh-
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this resolution and he moves on to
other endeavors, I rise on the Budget
Committee—I rise from fourth rank-
ing to third. [Laughter.]

That certainly is a consideration
that the Senate will want to consider
as it looks at this motion.

Furthermore, there has been a
degree of confusion. “DoMENIcI from
New Mexico”"—that itself is almost a
contradiction in terms. So that the De-
partment of the Treasury and others
are right to be confused.

Mr. DOMENICI. If they are con-
fused about that——

Mr. BOSCHWITZ. I do not yield the
floor, Mr. President. [Laughter.]

I might say that there is another
consideration. My State of Minnesota
borders up against Canada. We have
often talked about seceding and join-
ing our northern neighbor, and per-
haps if New Mexico would lead the
way, we would be emboldened to make
this move.

Furthermore, constitutionally, as
the Senator knows, I am the only Sen-
ator who is forbidden to be President
of this country, because I was born
abroad. In the event we seceded and
created our own Nation of Minnesota,
that restriction would be removed.

So when you came with this resolu-
tion and you said that New Mexico,
suddenly, should get this special con-
sideration, I hastened to the floor in
order to raise these objections.

I will not let this lie and will vote
vigorously against this resolution.

1 yield the floor.

Mr. DOMENICI. Mr. President, we
are going to wait until he leaves,
before we take the vote. [Laughter.]

I want to make one other comment:
There is an objection to this, I under-
stand, and I say to the distinguished
acting majority leader that I hope he
will help me out. I understand that
Senator HatrieLp has objected to our
considering this. I hope that you, in
your capacity as leader, feel confident
enough to let us go ahead with this, or
you could see to it that that reserva-
tion is removed.

Mr. LONG. Mr. President, will the
Senator yield?

Mr. DOMENICI. I yield.

Mr. LONG. Mr. President, if we are
going to permit New Mexico to remain
in the Union, it seems to me we ought
to take a little time and see if we can
have a more imaginative name. Arizo-
na got a name of its own. I do not
know what the derivation of it was.
Colorado is a beautiful name and is
something imaginative. I do not know
where Texas came from.

Talking about a minimum of imagi-
nation, when one from Mexico sepa-
rates it from Mexico and says, “We'll
call this New Mexico,” that does not
seem imaginative to me.

Mr. DOMENICI. You think of a new
one for us, and we will think of a new
one for you.
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Mr. LONG. Maybe you can think of
a new one for New Orleans.

In any event, it seems to me that be-
tween now and the time we pass this
resolution, or before it is printed, the
Senator might at least put his mind to
see if he can think of a more imagina-
tive name.

Mr. DOMENICI. I hope we will pass
this resolution in about 30 seconds,
and I do not have a very good imagina-
tion. So I hope you will not hold me to
it.

Mr. SIMPSON. Mr. President, when
the majority leader asked if I would
drop by the Chamber and check on
things, I never dreamed I would have
to come by just as we were dabbling in
this activity. It is very fascinating, I
might add—more than I could have
ever dreamed of in the way of a resolu-
tion.

It is Friday the 13th. A little levity is
called for as we grapple with the tax
reform issue. Good humor is some-
thing I have learned to enjoy from my
friend the Senator from New Mexico,
a spirited man. When he came on
Earth, they called him “Bocei,” which
has a name in Italy—a red-headed
bocei ball. He is one of the most ex-
traordinary of our colleagues.

I see the Senator from Minnesota
lurking nearby. He does know his
numbers, He referred to the fact that
he would be No. 3 if Senator DoMENICI
were removed from the scene. He
keeps track of those things. He refers
to me as No. 57 and refers to himself
continually as No. 56, which is more
offensive. [Laughter.]

Mr. BOSCHWITZ. Mr.
will the Senator yield?

Mr. SIMPSON. I yield.

Mr. BOSCHWITZ. If we could get
rid of him, I would be 55 and you
would be 56. [Laughter.]

Mr. SIMPSON. I am ready for that.
[Laughter.] There are really two of us
in this body who will never be Presi-
dent of the United States, and they
are the Senator from Minnesota, who
was born in Germany, and me. I have
three electoral votes. [Laughter.]

So New Mexico is a State, so faras 1
am concerned. A great one. If Senator
Packwoob is ready to go forward with
his labors, if someone has an amend-
ment by now, we can go forward.

So I say to New Mexico, a land
where the canary bird sings bass, you
are a State; I pronounce you so; and,
in the words of the Wizard of Oz, it
shall be so. [Laughter.]

Mr. DOMENICI. I thank the Sena-
tor. I will do the same for Wyoming
some day.

Mr. LONG. Mr. President, word has
reached the minority leader, Mr.
Byrp, that this resolution is being con-
sidered, and he has sent word to me
that I may state for the RecorD that
he, too, on behalf of the Democratic
side of the aisle, is willing Lo agree

President,
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that New Mexico should be permitted
to remain a part of this Union. I want
the REcorDp to show that. There is no
objection on this side of the aisle.

Mr. DOMENICI. I ask whether Sen-
ator Bincaman wants to thank his dis-
tinguished minority leader, Senator
Byrp, who is not here but sends his
best wishes to us.

Mr. BINGAMAN. I thank him. And
I recommend to my senior colleague
that he not ask for a rollcall vote.

Mr. DOMENICI. I want to finish
this. I do not know what is going to
happen.

I do know one thing for certain: Sen-
ator BoscawITz will not move up in se-
niority on the Budget Committee
under any circumstance, I assure him,
whether we are in the Union or out.
We have arranged for that. [Laugh-
ter.]

I thought he was going to come here
and be nice. It is often very difficult
for him to do that, but I thought on
this one occassion he would be other
than his usual self.

We hope that you would succeed in
seceding, because then people like
SrLape GorToN would move up in sen-
ority on the Budget Committee, and
that would be helpful.

Mr. President, I ask unanimous con-
sent that it be in order to consider the
resolution I have sent to the desk on
behalf of myself and my distinguished
junior colleague, Senator BINGAMAN.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Is there further debate on the reso-
lution?

Without objection, the resolution is
agreed to, and the preamble is agreed
to.
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Mr. BOSCHWITZ. 1 would like to
have at least a voice vote on that, Mr.
President, if we could have a voice
vote on that.

Mr. DOMENICI. Although the Sen-
ator has no right to that after the vote
was announced, he can get a rolleall
vote. One of these days he will learn
the rules. And I have no objection.

The PRESIDING OFFICER. If the
Senator will address the Chair, all
Senators in favor of the resolution
say, "Aye.” All opposed, “No."”

Mr. BOSCHWITZ. No.

The PRESIDING OFFICER. The
‘‘ayes' appear to have it. The “ayes”
have it.

The resolution (S. Res. 427) is as fol-
lows:

S. REs. 427

Whereas New Mexico was admitted to the
Union on January 6, 1912;

Whereas New Mexico is the site of the
most diverse and extensive remains of an-
cient American cultures;

Whereas New Mexico is the home of the
oldest European settlements in the Union;

Whereas three unique and independent
cultures thrive together within the borders
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of New Mexico, exemplifying the essence of
our Union;

Whereas New Mexico has the largest pro-
portion of native Americans of any State in
the Union;

Whereas New Mexico is the home of many
natural wonders, closely identified with our
Union's heritage, such as the Carlsbad Cav-
erns, White Sands of Alamogordo, and the
lava flows of El Malpais;

Whereas New Mexico is the home of nu-
merous manmade wonders closely identified
with the Union, such as the ancient ruins of
Chaco Canyon, Bandelier National Park,
Gila cliff dwellings, the Pueblos of the Rio
Grande Valley, and the Santa Fe Trail.

Whereas New Mexico is the home of such
uniquely American events as the Hot Air
Balloon Fiesta and the landing of the space
shuttle Columbia.

Whereas New Mexico has contributed
such diverse American personalities to our
Union’s heritage as Kit Carson, Billy the
Kid, Smokey the Bear, the first men to
cross the Atlantic Ocean in a balloon—Ben
Abruzzo, Maxie Anderson, and Larry
Newman, the world renowned artist Georgia
O'Keefe, former astronaut Harrison “Jack”
Schmitt, and hotel magnate Conrad Hilton.

Whereas New Mexico has made extraordi-
nary contributions to the defense of the
Union in the past, including the diligent
work of our citizens to the Manhattan
Project, the unrivaled talents of the Navajo
code-talkers in World War II, and the brave
lives lost at the Bataan Death March in
World War II;

Whereas New Mexico stands in the fore-
front of our Nation's defense today through
the efforts of its citizens at Los Alamos Na-
tional Laboratories, White Sands Missile
Range, Sandia National Laboratory, Hollo-
man Air Force Base, Cannon Air Force
Base, and Kirtland Air Force Base: Now,
therefore, be it

Resolved by the Senate of the United
States of America in Congress assembled,
That June 13, 1986 is recognized and ac-
knowledged as *‘New Mexico is a State Day,”
and;

Resolved further, That the Secretary of
the Treasury and the Secretary of State
each be sent a copy of this resolution.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote by which
the resolution was agreed to.

Mr. LONG. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

TAX REFORM ACT OF 1986

The PRESIDING OFFICER. The
question now recurs on H.R. 3838.

The Senate resumed consideration
of the bill.

Mr. BOSCHWITZ. Mr. President, we
have to take care of the more serious
business of the Nation. We now turn
to the question of passive losses, and a
number of Senators are going to speak
about passive losses, and indeed I have
charts and graphs.

The question of passive losses, Mr.
President, concerns people who en-
tered into commercial transactions
under the old law. It is still the cur-
rent tax law, but it will be old I trust
when we are done with this tax
reform.
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I say again to all those present, and
to my friend from Oregon, that this is
really the first tax reform bill I have
ever voted on. It is a true tax reform
bill.

That does not mean that all of us
consider it perfect, and a number of
amendments have been offered here
on the floor. I have voted against all
those amendments. I am not going to
offer an amendment because I want
this tax bill to move forward. Howev-
er, I appeal to my friend from Louisi-
ana and my friend from Oregon that
when they arrive in Conference, that
question of passive losses, that the
question of losses that have been in-
curred in transactions that have been
entered into under the existing law by
taxpayers who feel that they relied
upon existing law, that be taken into
account.

Mr. PACKWOOD. Mr.
may I ask one question?

Mr. BOSCHWITZ. The
from Oregon certainly may.

Mr. PACKWOOD. Is the Senator
sure he wants us to move forward with
this before we finish the budget reso-
lution?

Mr. BOSCHWITZ. I do indeed—with
respect to the tax bill?

Mr. PACKWOOD. Yes.

Mr. BOSCHWITZ. Oh, the Senator
from Oregon is pointing out that as I
have talked to him over the months
that I prefer to move to the budget
before I move to the tax bill.

As he knows, that was a reflection
not only of the necessity of moving
toward the budget which is stumbling
along, unfortunately, though it is
rather close to resolution, but also
from the standpoint I did not think
that the tax reform bills that had
been offered previously were really
very much by way of reform. They
were by way of more of the type of
reform that the Senator from Oregon
and I were accustomed to, just addi-
tional law, additional loopholes, if you
will, additional preferences.

The Senator from Oregon, the dis-
tinguished chairman of the Finance
Committee, his colleague, the very dis-
tinguished Senator from the State of
Louisiana, have swept away a lot of
cobwebs in the whole business of
transactions and unfortunately in so
doing they have said to taxpayers who
have entered into financial transac-
tions that you cannot now have the
tax consequences of those transactions
that you counted upon. Even though
the law supported you when you en-
tered into this transaction, we are now
going to change the law and change it
in effect retroactively.

A number of Senators have agreed
to join me in this debate.

I see my friend from Nevada is on
the floor now to do so and I know that
his timeframe is very limited. If I may,
I yield the floor.

President,

Senator
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Mr. HECHT. Mr. President, my col-
leagues from the Finance Committee
have worked diligently to bring us the
tax reform bill before us today. And it
is a truly remarkable bill; it is a bill
that lowers individual and corporate
rates while at the same time insures
that affluent individuals and success-
ful corporations pay their fair share in
taxes. And it is a bill that I can sup-
port. However, this bill has some
weaknesses that I feel, once corrected,
will make it an even more remarkable
piece of legislation.

This bill will apply new tax rules to
investors in limited partnerships.
While I agree that it is necessary to
change our tax policy toward partner-
ships to control abusive use of tax
shelters, the committee bill would go
much further than that. The commit-
tee bill proposes to penalize millions of
legitimate investors who have under-
taken investments and committed
future funds based upon existing tax
laws concerning the treatment of in-
vestment income.

I feel this provision to retroactively
impose restrictions on these investors
is extremely unfair. Both the distin-
guished chairman and Congressman
RosTENKOWSKI have stated in effect
that rules pertaining to investments
made by partnerships should not be
made retroactive, yet that is exactly
what is being done.

Over the past several years millions
of investors have, through the forma-
tion of limited partnerships, bought
land, built buildings and shopping cen-
ters, and created rental housing for
low and middle-income Americans.
The majority of these projects were
undertaken as long-term investments.
Many of these partnerships are profit-
able under current law, and will be
rendered unprofitable by the changes
in the Finance Committee plan. The
committee bill would take away the
economic benefits that were a critical
part of the investment decision that
led investors to proceed with these in-
vestments. The proposed changes un-
fairly alter the rules in the middle of
the game for investors in limited part-
nerships.

Mr. President, every effort must be
made to change this provision; and I
hope the distinguished chairmen will
work toward a solution that is fair and
equitable for those who have invested
in our great Nation.

I thank the distinguished Senator
from Minnesota for this time on this
very important subject.

Mr. MELCHER. Mr. President, I
want to get into this discussion in
terms of active losses contrasting to
what is in the Senate committee bill
and what we hope to accomplish by it
in regard to those farmers and ranch-
ers who have losses in one year and
through income averaging as is in the
current law can average out over a
period of time,
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The last amendment that was ac-
cepted, it was the only amendment
that was accepted. It was the last one
considered and the only one that was
accepted to amend this bill. It was on
the transition rule, knocking out a
transition rule and taking the $50 mil-
lion and directing the IRS to come up
with regulations that would assist ag-
riculture producers in income averag-
ing.

First of all, the $50 million is not
enough but it is a step in the right di-
rection,

What is income averaging for these
farmers and ranchers? It is merely
taking the losses of one year and off-
setting them against the next year or
the year after that to figure out what
their average income is, that it is al-
lowed for under current law and for a
very special reason or series of rea-
sons. It is absolutely essential that
when this bill leaves this Senate floor
it continue to allow income averaging
for agricultural producers.

These are active people. These are
active gains or active losses. There is
nothing very passive about farming or
ranching. But the circumstances that
surround these efforts by our agricul-
tural producers may be affected by
frost or floods. There may be ice or
snow that takes their crop or there
may be drought and no crop at all or
hail or grasshoppers may wipe out the
crop.

It would be sufficient for that reason
if it were just nature alone, but there
are swings in crop production, there
are swings for the good and swings for
the bad. In addition to that, there are
the economic times that agricultural
producers unfortunately find them-
selves in today and the past few years
of serious losses, whether or not they
had a crop, even with good crops, even
with good production, serious losses,
huge losses because the prices are low
for their commodities.

This is real life. This is real tragedy
out there in rural America. To take
away income averaging now would be
just driving another nail in the coffin
of rural America. We cannot allow
that.
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Now let me tell you that income
averaging for the small producer
might be a few thousand dollars loss
in one year and a few thousand dollars
gain in the next year. For a larger pro-
ducer, it may be a $75,000 or $100,000
loss in one year and hopefully make
up for it in the next year or succeed-
ing years with $50,000 or $75,000 gains.
But for these regions, income averag-
ing is necessary for them.

Now, this is an amendment that sev-
eral of us have presented and have
filed at the desk. I might say that the
amendment will make up for what it
costs in terms of reduction in revenues
in this bill by a device that we have de-
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cided not to use. It would have affect-
ed cegricultural endeavors in cost ac-
counting, requiring them to use accru-
al accounting, knocking out cost ac-
counting, if they had gross sales of over
$100 million.

Now there are very few of those, but
for several reasons we have decided
that we will substitute other sources
of revenue for that provision. We will
change it; we will modify the amend-
ment. The $50 million that was saved
in the last amendment could apply to
this amendment.

On the basis of offering an income
averaging amendment to this bill,
there are several organizations that
have endorsed that type of an amend-
ment: The Center for Rural Affairs,
Communicating for Agriculture, Na-
tional Association of Wheat Growers,
National Cattlemen’s Association, Na-
tional Corn Growers Association, Na-
tional Cotton Council, National Farm-
ers Organization, National Farmers
Union, National Grain Sorghum Pro-
ducers Association, and the National
Pork Producers Council.

Mr. President, I ask unanimous con-
sent that, at the conclusion of my re-
marks, this letter to all of us be print-
ed in the RECORD.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.)

Mr. MELCHER. Mr. President, this
is the least we can do on this bill.
There will be other amendments that
we will offer to this bill to make it fea-
sible and practical for agricultural pro-
ducers; to make it fair and equitable
for miners, for those who go into the
ground and mine out the minerals of
this Earth, and for those who are
forest producers. They also have prob-
lems with the bill.

To pass this bill without correcting
it would be the saddest of all days here
in this U.S. Senate. We have to make
these changes because they are neces-
sary, they are necessary for the well-
being of the basic industries. They are
necessary for the good of the economy
of the United States.

It has been difficult up until now to
get all the information that has been
necessary to draft these amendments.
Now that we are getting that informa-
tion from the Joint Committee on
Taxation, so we know where the reve-
nue loss would be and know where we
can make up that revenue loss so we
can offer an amendment. We are just
getting that information now. We will
have to circulate these amendments.
We will have to make them known to
the membership of this Senate so that
we can get some votes for them and
make some corrections in the bill. We
hope to be able to begin to do that on

Tuesday.

Some would say, “Well, why are we
not ready today or Monday?” Let me
tell you, very frankly, it has been im-
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possible to be ready today. And since it
is over the weekend, it will be impossi-
ble to contact other Senators to let
them know what our amendments
have and we will have to delay until
Tuesday.

We would like to be ready as of now
but that is impossible. We would like
to be ready by Monday, but that is im-
possible. We have to have the opportu-
nity for every Senator to know what is
in these amendments.

There is no stampede to get this bill
off the Senate floor, to make a big
rush, to make it seem we cannot con-
sider the people’s business here on a
very vital subject on how they are
going to pay their taxes and how
much tax increase they may have.
That would not serve our purpose and
would not serve the benefit of the
good people in this country. All the
people in the United States, big or
small, from East to West, and North to
South, are entitled to know what is in
this bill and how it will affect them if
it is passed.

So we must offer these amendments
in good faith, must offer them on
behalf of these people and make sure
that we attempt to make the proper
correction. Hopefully, we will win on
our amendments to make the bill rea-
sonable, practical, workable, fair, equi-
table, all these good things. But above
all, to allow the basic industries—farm-
ing and mining, forest products,
people on the land—to be able to con-
tinue to be in business and not be
taxed out of business.

I thank all of my colleagues for this
time I have taken to present these few
remarks. I look forward to engaging in
the coming debate next week.

ExHiBIT 1

NATIONAL ASSOCIATION
oF WHEAT GROWERS,
Washington, DC, June 13, 1986.

DEear SENaTOR: The below-signed commod-
ity and farm organizations encourage adop-
tion of an amendment to the pending tax
reform bill in the Senate which would con-
tinue in income averaging election for farm-
ers.

We believe that income averaging, or simi-
lar adjustment, for farmers with fluctuating
income is essential to the principle of fair-
ness which the tax reform bill strives to
achieve, Without the ability to elect income
averaging during periods of cyclical income,
farmers would be penalized under the tax
code. Taxpayers with consistent income pay
less taxes than those who earn the same
income over a three or four-year period, but
with greater variation from year to year.
This will still be true under a two-bracket
system.

We urge the Senate to act to ensure that
farmers and ranchers are not unfairly pe-
nalized by the repeal of income averaging.

Sincerely,

Center for Rural Affairs, Communicat-
ing For Agriculture, National Associa-
tion of Wheat Growers, National
Cattlemen’s Association, National
Corn Growers Association, National
Cotton Council, National Farmers Or-
ganization, National Farmers Union,
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National Grain Sorghum Producers
Association, National Pork Producers
Council.

Mr. ZORINSKY
Chair.

The PRESIDING OFFICER. The
Senator from Nebraska.

RETROACTIVE PROVISIONS OF H.R. 3838 SHOULD
BE REMOVED

Mr. ZORINSKY. Mr. President, I
rise today to voice my opposition to
the retroactive effective dates con-
tained in the tax reform bill.

As reported by the Finance Commit-
tee, this bill repeals the investment
tax credit effective January 1, 1986. It
also strictly limits the deduction inves-
tors can take for losses they incur
from certain investments even if the
investments were made when the law
permitted full deduction of the losses.

These provisions are unjust and cast
a long shadow over the Finance Com-
mittee’s bill. It simply is not fair for us
to change the rules in the middle of
the game.

I submit to you, Mr. President, it is
like taking the NBA basketball games
and adding a fifth quarter if you are
behind in the fourth gquarter when the
game began under the assumption
that there would be four quarters in
the game. There are a lot of business-
men that have made business evalua-
tions—borrowed money from a bank,
committed themselves and possibly
even members of their family as co-
signers on a note that a business en-
trepreneurship would make economic
sense based on current tax law—only
to wake up one morning and find that
the faith of our Government had
eroded to the extent that no longer
had the credibility that he could count
on the word of our Government to
make that loan, and now he is commit-
ted to pay back the loan without the
rules of the game that he began with
economically.

addressed the
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We passed laws in this very Cham-
ber; people went out and made finan-
cial decisions based on those laws; and
now we are leaving those hard-working
people holding the bag.

The ultimate consequences of chang-
ing these laws retroactively can only
be guessed. Mr. President, one thing
this bill does not need is another ele-
ment of uncertainty. Bankrupteies and
foreclosures may result for many real
estate companies. Where once we had
taxpaying citizens, we will now have
empty offices. But the experts cannot
say with certainty what will happen,
so we are left to guess in the dark.
That is no way to make tax law.

And what about the Federal Govern-
ment’s credibility? These provisions
set a terrible precedent that every
vear we might go back and change the
tax laws and wreak havoc for untold
business decisions.
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I am not adverse to changing laws.
But I think the least we can do is
grandfather people in who have made
these economic decisions under cur-
rent law, and let them through attri-
tion phase out of that decision rather
than retroactively wake up and find
out that they are financially broke.

We will inhibit risk taking and in-
vestment because no one can count on
the Government to act in good faith.
Is this the message we really want to
send?

1 have heard outrage over the retro-
activity of these changes from all cor-
ners of Nebraska. Investors made pur-
chases with the understanding that
they would receive the investment tax
credit. Limited partners invested
money with the understanding that all
losses could be deducted from their
income. They counted on Congress to
uphold the laws that Congress passed,
and this bill lets them down.

Can you imagine this kind of behav-
ior by any other entity in the business
world? I shudder to think how fast the
lawsuits would fly if a bank or an in-
surance company or a contractor or a
manufacturer suddenly and unilateral-
ly altered the terms of an agreement it
made.

Mr. LONG. Mr. President, will the
Senator yield?

Mr. ZORINSKY. Certainly.

Mr. LONG. Mr. President, there is
much merit in what the Senator is
saying. But on the other hand, I urge
the Senator to consider the fact that
business has been on notice that the
repeal of the investment tax credit has
been recommended by the President
since November 1984.

I would be the first to agree with the
Senator. Not everybody had a lobbyist
up here in Washington or sombody
watching the Wall Street Journal or
the tax notes of the various publica-
tions and all of that. But business gen-
erally was on notice since the end of
1984 that this was being recommended
by the President, and I think they
have to realize that this thing might
happen to them. If they had signed
that contract before the beginning of
this year, they would have been pro-
tected under the language in the bill.
Even then, some of those who did not
come in in time are carried forward
with these transition rules that we
have here in the committee.

So I am sure the Senator knows that
while I am sure there will be many
cases of hardship, many cases have
been considered and we hope that
most of them have been taken care of.

Mr. ZORINSKY. I agree with my
distinguished colleague from Louisi-
ana and certainly I know the trials
and tribulations that the Senator from
Louisiana went through with many. I
agree with you. People have been put
on notice many months prior to now.
But I submit to the Senator, if I took
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seriously every action that this body
had put people on notice of, the entire
economy of this country could come to
a stop because this body never does
anything about what we put people on
notice of half the time.

I was a businessman for 35 years
before I became an elected official. If I
ran my business the way this body is
run, I would have gone broke years
ago because this body not only makes
hypocritical commitments, and pro-
nouncements, and even in the interna-
tional marketplace, we told people
that for a couple of years we are going
to sign SALT II. Then our President
went and signed SALT II. Today, do
we have SALT II? No. We do not have
SALT II. We are not even worried
about SALT I anymore.

So I agree with the Senator. We put
people on notice but a businessman
cannot operate on notice. He has bank
commitments, he has inventory, he
has stock, he has accounts receivable,
and he has an accountant that tells
him how to invest his money. He
cannot stop everything waiting for the
great, mighty U.S. Congress to decide
how reliable or unreliable they may be
in the pronouncement of an early
warning saying this is what we are
going to do.

Mr. LONG. Mr. President, I hope
the Senator will advise his constitu-
ents that nobody can predict with any
confidence what Congress is going to
do. All you can do is take your
chances. But you can probably take
your chances better if you try to

follow day to day what is being recom-

mended up here.

Mr. ZORINSKY. Again, I think
what it boils down to is I am not an at-
torney, but I speak from my business
experience. As a businessman all I had
was my word. I could not buy my
word., The only way I could do it was
substantiate it through time and time
again honoring commitments I made.

I say this Government made a com-
mitment in current law that once exer-
cised by the general public in an eco-
nomic marketplace with a decision
should have its government honor the
credibility of that commitment that it
made in the marketplace with that in-
dividual. I am not saying we should
not change law. But I am saying our
word is our bond.

We on Earth are all created equally.
Where we can differ is if we want to
lie to one another, if we want to be
false to each other, but those that
honor their commitment, that their
word is their bond, in my day you did
not need 10 lawyers and three ac-
countants looking over your shoulder
if you sold a $30,000 piece of goods.

Today, you have to have 10 copies,
you have to have 10 copies, you have
to go certify it, you have to register it
with the clerk at the court, and then
generally sue to get what happened in
the deal that you made.
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All I am saying is that we erode our
credibility often enough. We should
honor commitments whether they be
personal or in Government.

The Finance Committee bill goes a
long way toward getting tax consider-
ation out of financial decisions. I will
be the first to support you. I think it is
good. Let us once again start making
business judgments on profitability of
putting a package together rather
than relying on the Federal taxpayer
to subsidize the success or failure of
that package.

Those that operate it again by the
law we have in place when they made
the decision, I think should be grand-
fathered in.

We in Congress would probably try
to outlaw such behavior by anyone
else. Yet here we are about to commit
that very crime against the entire
economy.

The Finance Committee bill goes a
long way toward getting tax consider-
ations out of financial decisions. But
these changes should be prospective,
not retroactive. In fact, the chairmen
of the Senate Finance and House
Ways and Means Committees have
said as much over the course of this
tax reform debate. They should heed
their own advice.

I had intended to offer an amend-
ment during this debate that would
have eliminated all retroactive
changes in the Finance Committee
bill. With the knowledge that this
would be futile, I will not offer such
an amendment.

Instead, I join my colleagues in im-
ploring those who will be the confer-
ees on the tax bill to right this wrong
in conference. It is our last chance. We
are abusing the trust placed in us by
retroactively changing these laws.
Without this trust, our entire econo-
my breaks down. I urge the conferees
to restore some credibility to Congress
and remove the retroactive provisions
of H.R. 3838.

Mr. MOYNIHAN. Mr. President,
may I ask the Senator a question?
May I say as a member of the commit-
tee T am concerned. The proposal to
eliminate the tax shelter device of de-
ducting passive losses from positive
income is a measure that I have advo-
cated for some time. The ability to use
a passive loss as a deduction against
positive income is at the heart of every
tax shelter. Now we will put into the
Tax Code, as fundamental principal, a
prohibition on this artifice. But would
the Senator be aware, I think he
might be, that a number of agricultur-
al organizations—the Cattlemen’'s As-
sociation for example—have said that
these tax shelters, which are only en-
tered into for the purpose of generat-
ing passive losses, have actually dis-
torted many sections of agriculture in
ways that have not helped real farm-
ers, or real cattlemen, at all.
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Mr. ZORINSKY. I totally agree with
the comments of the Senator from
New York, that it has had adverse
effect on the economy in numerous in-
stances in agriculture. I would be the
first one in support of this tax reform
package in prospectively correcting
that deficiency. All I am saying is that
for those who have gotten away thus
far, it would be less than honorable in
my mind to go back and say, “You now
are living by a new set of laws.”

Mr. MOYNIHAN. I think the Sena-
tor is making a perfectly respectable
point, that we have to be sensible and
fair about this.

I would just like to make note of the
fact that we on the Finance Commit-
tee were aware not only of the tax-in-
duced distortions in real estate, barges,
and freight cars and the like but also
in agriculture.

Mr. ZORINSKY. Absolutely, and I
applaud the committee for the cessa-
tion of that type of subversion in
avoidance of paying taxes.

Mr. President, I would like to con-
clude by urging the conferees to re-
store some credibility to Congress and
remove the retroactive provisions of
H.R. 3838.

With that, Mr. President, I thank
my colleagues for their kind attention,
and I yield the floor.

Mr. ANDREWS addressed the Chair.

The PRESIDING OFFICER (Mr.
DURENBERGER). The Senator from
North Dakota.

Mr. ANDREWS. Mr. President, in
reading the committee report on the
tax bill's passive loss section that the
Senator from Nebraska and the Sena-
tor from New York had their recent
colloguy on, I see a great deal of ambi-
guity in the definition of material par-
ticipation that could raise havoc on
the family farms of America.

Let me share with you, Mr. Presi-
dent, where my concern lies.

These characters in the Internal
Revenue Service would not know a
steer from a heifer. They have no idea
of how an American farm works. They
are the ones who wanted us to start a
log book on the use of the family farm
pickup.

Mr. President, that pickup on the av-
erage farm is used by our kids, by our
uncles, by our cousins, by our hired
men. You get into it and you run out
into the field with some fuel for a
swather. Someone else gets into it and
runs to the elevator for a moisture
test. Someone else gets into it and goes
into town for repairs. There is no way
you can keep a log.

We made the point. We made it here
in this body. Even though we passed
legislation correcting it they interpret-
ed it and they reinterpreted it and
they misinterpreted it and we had to
correct it yet again within the last
month.




June 13, 1986

Mr. President, in this passive loss
section they have done it again.

What do you do on a family farm if
they say you have to be a material
participator to set your income off
against your farm loss?

Many farmers are finding the only
way they can make ends meet is for
the farm wife to teach in the country
school. If they interpret this section
too narrowly, the wife's teaching earn-
ings cannot be applied against the
farm losses.

That is not the intention of the Fi-
nance Committee. At least I hope it is
not the intention of the Finance Com-
mittee.

Mr. President, some time ago we had
another problem in this whole ques-
tion of material participation or actual
participation. It had to do with the
estate tax, when you pass a farm on
from one generation to another.

It could not qualify for the estate
tax deduction in the minds of the IRS
if it had been handled by a cash rent
instead of a crop share rent.

Mr. President, fully half of the
rental agreements between families in
my part of agricultural America are
done now on cash rent.

I wrote the IRS pointing out how
unfair this was to American farm fam-
ilies less than a month ago, Mr. Presi-
dent. I got one of those typical four-
page letters back from the Office of
Chief Counsel of the Internal Revenue
Service saying:

No, if cash rent had been employed there
was no material participation and, there-
fore, it was an arm’s length transaction and
that family farm would be treated as a
family farm.

I think we have to recognize, Mr.
President, that it is important to keep
these tax loss seeking passive non-
farmers from competing with the le-
gitimate family farmer.

I do not have any doubt about the
fact that those 400 head of four-legged
losers that I have on my feedlot on my
farm are doing a lot less well than
they would have done if we had not
had tax loss cattle feeders in there off-
setting other income and getting into
something they know nothing about
and glutting the market at the wrong
time, hedging it away on the mercan-
tile exchange.

1 am all for that. I have supported
ways of getting that kind of invest-
ment out of agriculture time after
time after time.

Mr. President, you do not throw the
baby away with the bath water, and
when you get the IRS agents trying to
interpret the difference between cash
rent and crop share rent on family
farms, when you get a rule, a passive
investment rule, a passive loss section,
that would say if the farm wife got a
job in town or the father got a job and
they could not offset that income to
make the total family income go on a
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troubled farm today, that is going too
far.

That is not what the committee, I
am sure, had in mind.

I would hope, Mr. President, that we
will have the opportunity to get some
feeling for what the IRS is going to
put in the written regulations so that
we are sure that this does not happen
yet again., It would be my hope that
this colloquy which has been entered
into by a number of us from rural
America, Mr. President, will point out
to the IRS that we have a specific
problem in rural America.

The regulations, as I pointed out
earlier, that the IRS published in the
matter of logs on the farm family
pickup were totally contrary to the
intent of Congress and, for this
reason, tax counselors continue to
advise their clients to keep contempo-
raneous auto record logs.

Farmers are not necessarily good
bookkeepers. Farmers should not have
to pay $2,500 to $3.000 to some MBA
to keep their farm books because the
Tax Code on agriculture is so compli-
cated that a farmer cannot understand
them.

Similarly, IRS inspectors should not
get into the business of farming when
they do not know the difference be-
tween cash rental and crop share
rental.

The thing I am pointing out, Mr.
President, is that it would be my hope
that in this passive loss section we do
not do away with the ability of a farm
family to pull together, as they have
for so many decades in troubled times,
pull together by getting some jobs in
town and offsetting the farm losses for
a period of time when the income is
down, through their talents to keep
that farm going until the farm econo-
my bails itself out.

I would hope that my colleagues
would join me in making sure that the
IRS applies that kind of a definition
differentiating between the investing
in agriculture for profit from wealthy
people from outside the field and the
difference in investing within a farm
family, with a city job which is neces-
sary to hold that family farm togeth-
er.

That is really the essence of our con-
cern and that is what we have to make
sure we have nailed down so that
those farm families can continue to
have a chance to hold on.

Mr. GORE. Mr. President, I join my
colleagues in this colloquy to express
my opposition to the proposed phase-
in of passive loss provisions contained
in the Finance Committee's bill.

I commend the authors of the bill
for the objectives they are trying to
reach. I understand the problems of
passive loss deductions they are trying
to address, and I think the commit-
tee's bill addresses legitimate con-
cerns. But I think in some important
respects the bill goes too far. Many
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people are not aware that, in effect,
these passive loss provisions are retro-
active. That is really the essence of
the problem we are discussing here
today.

Passive loss investors enter into
projects with a series of assumptions
about the performance of their prop-
erty as an investment. Especially in
the case of residential and rehabilita-
tion projects, little positive cash flow
was anticipated, in many instances,
under the law as it is written.

As a result of the proposed changes,
only large real estate investors will be
able to take advantage of passive loss
provisions. This is unfair to the small
investors and to those undertaking
residential and rehabilitation projects.

As a consequence, those who have
already invested in projects will find
that they are no longer viable and will
either take a loss or in some extremes,
experience foreclosure. Some financial
institutions will also find themselves
in trouble. In short order, those con-
templating a project will likely aban-
don their plans, unless some relief is
given to these passive loss provisions.
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Mr. President, it is important to real-
ize that the proposed changes in ques-
tion here apply not just prospectively
but to existing owners and investors.
There is a retroactive application that
affects the expected yield fairly dra-
matically. So I hope, along with my
other colleagues who have been ad-
dressing this subject, that Congress
will take a very close look at this pro-
vision. There are several ways to deal
with this problem. At the very least,
we must extend the transition period
for existing projects in order to be
fair.

Above all else, tax reform professes
to seek this goal of fairness. In this in-
stance, in the pursuit of legitimate
goals and in the process of addressing
problems that very much need to be
addressed, we have lost sight of the
principle of fairness. In this case, fair-
ness dictates a different solution. In-
vestors have entered into their
projects legally and in good faith. By
remedying the passive loss phase-in
problem, we can do the same.

I yield the floor, Mr. President. I
thank the Chair.

Mr. D'AMATO addressed the Chair.

The PRESIDING OFFICER. The
Senator from New York.

Mr. D'AMATO. Mr. President, no
one denies the fact that the present
tax bill before us addresses many of
the inequities that people were con-
cerned about—closing so-called loop-
holes, broadening the tax base, reduc-
ing rates. But you have yet to hear
anyone point out to me how it is fair,
how it is justifiable, and how we have
not broken faith with the American
people in passing a law that has an
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impact on conduct that not only was
permitted but, in some cases, encour-
aged; how millions of Americans have
entered binding contracts under a tax
law that we now change not only pro-
spectively—for the future—but with
retroactive provisions and impact.

I think the desirable end of reform-
ing the tax system should not be
achieved through means that violate
the basic American belief in fairness
and equity and which invites scorn for
our laws and for Congress in the
future.

If we today adopt a bill which really
says, “Look, notwithstanding what the
law was yesterday, there may be a
change and you will feel the conse-
quences not for your future acts but
for that which you undertook when
the law was as it was,” I believe that
we set a dangerous principle, one that
we are going to regret, one that will be
felt in the sale of so-called tax-free
bonds when people begin to wonder—
well, they may need money to close
the deficit; or who is to know when
Congress will once again do what it did
in the past? Who is to know that those
bonds will always yield income that is
tax-free? After all, if they disallowed
certain losses once before that affect-
ed millions of people and it cost those
people $60 billion—and that is what I
understand this change in terms of
retroactive effect will yield—they may
gain $60 billion from the Treasury, but
who is losing that?

Those are American citizens who
were induced to invest under the Tax
Code as it existed, and then find that
the rules and the rate structures have
been changed.

I hope, and I know it is not an easy
task, that the committee in its delib-
erations in the conference would look
to ease what otherwise will be a tre-
mendous burden on the people who, in
good faith, made investments based
upon what the code was. I think we
should be very careful if we continue
on this path without attempting to al-
leviate the harmful effect that this
will have—as to what faith and confi-
dence people will have in the future in
terms of our Tax Code; in terms of the
municipal bonds and the Treasury
bonds we put out; in terms of the tax-
free aspects; in terms of many aspects
when we attempt to maybe revitalize a
segment of the economy and attempt
to induce people to invest dollars only
to see the code changed to their detri-
ment.

Mr. President, I think this takes on a
moral issue of doing what is right.
Simply to say, well, those are people
who have substantial incomes, those
are doctors who have invested in these
real estate deals, those are attorneys
who are earning large sums of money;
after all, so what; they are getting the
benefits of a reduced rate—I think
that is a rather cavalier attitude. I
hope that we can find a way to ease
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what would otherwise be, I think, a
tremendous burden on many millions
of people. I do not think that is what
we want to do with this tax reform
package, hurt those who followed the
law. I believe that this is a misapplica-
tion of tax reform.

Mr. President, I yield the floor.

Mr. DANFORTH. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. MATSUNAGA. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

INCREASING CONFIDENCE IN THE TAX SYSTEM

Mr. MATSUNAGA. Mr. President,
one important accomplishment of the
tax reform bill will be to increase
public confidence in the income tax
system.

This will serve to increase public
confidence in Government, because
the income tax return may be the
most frequent source of contact be-
tween citizens and Government.

It is important that the public sup-
port the income tax, because it is a ba-
sically fair way to allocate the burden
of paying for Government services.
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The theory behind the income tax is
that it is fair to raise taxes based on
ability to pay. The theory also pro-
vides that net income is a fair measure
of ability to pay.

Although the income tax is not the
only fair kind of tax, the fairness of
the income tax is sufficiently high
that we probably should continue to
rely on it as our primary source of
Government financing.

Because we need to rely so heavily
on the income tax, we need to be sure
that it works smoothly as a largely
self-enforcing system. That of course
requires voluntary compliance, and
voluntary compliance of course re-
quires public confidence.

The bill takes account of two very
basic characteristics of American tax-
payers. The first is that they are gen-
erally willing to report their income
correctly and pay the taxes they owe.
The second is that they do not want to
feel like suckers for doing it.

Under the current system, many tax-
payers do feel like suckers for not get-
ting into exotic tax shelters that they
do not even understand. This bill now
before us says to them, “Those days are
now going to be over as soon as the
Congress passes this bill. From now
on, everyone pays tax on his salary, in-
terest and dividends, and that tax
cannot be avoided through tax shel-
ters."”

The bill also says that any corpora-
tion that reports a profit to the public
must pay Federal income taxes. This
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will end the situation where working
men and women mail in their tax
return, showing thousands of dollars
of taxes paid, and then read stories in
the newspapers about a corporation
paying no tax on millions of dollars, if
not billions of dollars of profits. Those
taxpayers very justifiably feel that
something is very wrong with our state
of affairs.

The bill also rewards the kind of
person that the current system unjust-
ly penalizes. The person who is frugal,
who does not borrow to finance cur-
rent consumption, and who invests his
funds to maximize income and safety
gets a fair shake in this bill. And we
need more of those people, to increase
savings that can be devoted to mod-
ernizing American industry.

It is wrong for our current tax
system to show favoritism toward per-
sons who borrow to live beyond their
means and invest for tax advantages.
This bill corrects that situation by lim-
iting the use of tax shelter losses and
by phasing out the tax subsidy for
consumer debt.

Now, the person who saves will not
be made to feel like he is missing out
on tax benefits. Instead, he will be en-
couraged to save by the low marginal
tax rates in the bill. In addition, the
bill dramatically lowers the marginal
rate of tax on increases in income that
can result from prudent savings, such
as compounding interest on savings ac-
counts and certificates.

To conclude my remarks Mr. Presi-
dent, this bill is built with the honest,
hard-working, frugal American tax-
payer in mind. It tells him that he is
doing the right thing and encourages
him to do more of it. That is the real
backbone of this legislation, just as
that hard-working taxpayer is the
backbone of this great American
system of ours.

Mr. President, I yield the floor.

Mr. LEVIN. Mr. President, first let
me thank my good friend from Minne-
sota [Mr. BoscuwiTz] for bringing the
problem of retroactivity to the Senate
in the very significant way that he has
this afternoon.

This tax reform bill is said to be
guided by the principle of fairness.
But one of the basic guideposts of fair-
ness is keeping your word, of not sand-
bagging people, of not changing the
rules in the middle of the game. Un-
fortunately, this bill, which its propo-
nents assert is dedicated to the prineci-
ple of fairness, falls short of meeting
this guidepost.

It falls short in a number of ways.
Just a few examples. First, in the
areas of consumer credit and invest-
ments, this bill changes the rules in
the middle of the game. Let me make

clear from the outset that I have great
sympathy with the goal of eliminating

tax shelter abuses which exist in cer-
tain investments. Many tax shelters do
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result in some people not paying their
fair share and a shift of the tax
burden to average working people, and
meet no useful social purpose.

That should be corrected—but it
should be corrected in a way consist-
ent with our values. This country
values fairness—it values due process.
In that spirit, if someone went into an
investment in reliance on the current
law, then that person should not be
tapped on the shoulder by this Senate
and told “sorry fella, the rules have
changed.”

It is said by some of the proponents
of this tax bill that this bill will in-
crease the trust that the American
people have in their Government. How
does the Congress do that by passing
legislation like this that includes a sec-
tion which is a fundamental breech of
trust? When a parent took out a loan
to pay for his kid's education, he took
it out on the assumption that the in-
terest would be deductible. Perhaps he
was on so tight of a budget that he
was only able to take out the loan and
have ends meet because the interest
on that loan was tax deductible. How
in the spirit of fairness can we now
turn to that person and tell him that
while his reliance was justified, and
reasonable, it was also meaningless? It
is not consistent with the spirit of fair-
ness to make some of our people think
that they have been played for fools.

Now, it is true that there is a phase-
in period during which time a decreas-
ing percentage of the current tax ad-
vantages are allowed. That lessens to
some degree the retroactive effect. But
why, when we have a bill which is sup-
posed to be governed by fairness, do
we allow any retroactivity which is
built into this bill? Why is it built into
the very structure of the bill and es-
sential to having the numbers add up?
For a bill advertised as a pedestal of
fairness, here is a very rotten leg,
indeed.

The second area in which the retro-
activity in this bill falls short of the
guidepost of fairness deals with the
transition rules. Probably like all of
my colleagues, I have received a
number of requests over the past few
days from businesses for help in ob-
taining a transition rule for them-
selves. It is clear that many of these
requests are meritorious. These are
businesses that have taken specific,
concrete actions in reliance on current
law which will now find that the rules
will be changed and will apply to
them. I have great sympathy for their
situation. It concerns me. But what
really even concerns me more than
plight of the people who have the
wisdom and the expertise to seek these
transition rules are the thousands of
businesses in my State and across the
Nation which are not in the position
to seek transition rules but which will
be affected by the retroactive provi-
sons in this bill. For a bill which is
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promoted as an assault on the special
interests, the selective relief given by
these transition rules will breed dis-
sension, distrust, and disillusionment.

It is for this reason that I am consid-
ering offering an amendment express-
ing the sense of the Senate that the
Treasury submit legislation to the
Congress, if a tax reform bill is finally
enacted into law, which in truly gener-
ic terms provides for transitional relief
for all businesses which are similarly
situated in fundamental ways to the
businesses which are provided transi-
tion relief in this tax bill. I would hope
that those who are now proclaiming
the fairness in this bill will press for
the passage of such legislation.

Let me close by discribing the fol-
lowing situation which could ocecur
after the passage of this bill. There is
a middle income couple sitting around
their kitchen table filling out their
taxes. They both work hard and sort
of resent having to pay as much in
taxes as they do. But they hear that
this new tax law has provided tax
relief for middle income America.
They figure out their taxes. Just out
of curiosity they take the old tax
forms and figure their taxes out under
the old law. Much to their surprise,
they find they got a tax increase of a
few hundred dollars. They are disgust-
ed. They turn on the TV in order to
forget their troubles for a while. The
news is on. They see a interview with a
business executive who is asked how
he feels about the fact that his taxes
this year are a few million dollars less
than would otherwise be the case be-
cause he was covered by a transition
rule. They shut the TV off in anger.
They call their Senator's office for an
explanation. What is our answer?

Mr. HEFLIN. Mr. President, the Fi-
nance Committee bill contains a provi-
sion which would not allow legitimate,
economic real estate losses to be
claimed against other income such as
wages, salaries, commissions or portfo-
lio income. While this so-called “pas-
sive loss rule applies to all limited
partnership investments, the only ac-
tivity managed trade or business sub-
ject to this rule would be owners of
rental real estate. The bill does allow
certain active real estate owners to
deduct up to $25,000 in real estate
losses against other income. However,
this limited exception to the rule is re-
duced when the active real estate
owner's income reaches $100,000 and is
totally eliminated simply because the
owner's income is $150,000. Included in
the losses that would not be allowed
under the bill are real, out-of-pocket
cash losses. Further, the provision ap-
plies to existing as well as future real
estate thus further punishing nontax-
related real estate investments.

Mr. President, I realize that the
intent of the Finance Committee in
drafting the passive loss rules is to
prevent abusive tax sheltering. Much
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of this sheltering has gone on through
real estate and real estate investors
have enjoyed some lucrative years.
But, Mr. president, this provision to
allow active investors $25,000 of losses
only if their incomes are below
$100,000 is swinging the pendulum too
far in the other direction.

Not only does this provision discrimi-
nate against real estate relative to any
other activity, but it discriminates be-
tween real estate investors themselves
based on their income. We live in a so-
ciety that is supposed to allow people
to share in the rewards of success.
However, this provision punishes
active real estate owners who have
been successful and have incomes over
$100,000 by saying, “Yes, we will con-
sider you an active real estate owner,
but because you have a certain
income, you will be denied a deduction
that someone who makes less money
can take.”

I'm not saying we should go about
looking for ways to provide preferen-
tial treatment for wealthy indivduals.
But I don't believe we should punish
people and discriminate against them
because they have had a certain
amount of financial success. If an indi-
vidual meets a certain criteria for an
exception in the Tax Code, then he
should be allowed to take it regardless
of his income. This provision rewards
the underachiever and punishes those
who are successful and that is wrong.
Our country would never have gotten
to where it is today if we punished
people for getting ahead.

A further inequity in this passive
loss rule, Mr. President, is its disallow-
ance of losses that result from actual
out-of-pocket cash expenditures. I be-
lieve that if an individual is actively
involved in a real estate activity and
he has to invest certain amounts of
cash to keep that investment going,
then he should be able to deduct those
cash losses. This isn't sheltering. It's
merely taking a dollar’s worth of loss
deduction for a dollar’'s worth of cash
actually lost. A 1:1 ratio.

Real estate investments often need
special cash infusions to help during
start-up distressed economic times. De-
nying deductions for these cash losses
will disrupt necessary real estate fi-
nancing, cause additional property de-
faults and place new burdens of al-
ready troubled financial institutions.

Mr. President, before 1 conclude I
would like to leave you with an exam-
ple of a typical real estate investment
which illustrates the points I am
trying to make with regard to the in-
equities of this provision.

In this example, two individuals
decide to purchase together and oper-
ate a six unit apartment building in a
marginal city neighborhood. The
building has been neglected by the
previous owner and will require repair
and renovation. The individuals decid-
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ed on such a risky investment based on
the realistic assumption that a
planned nearby mass transit system
will improve the desirability of the
neighborhood and eventually help
make their investment a profitable
one.

Prior to the arrival of the transit
system and the expected evolution of
the neighborhood, the individuals
expend significant amounts of cash in
repair and renovation expenses, mort-
gage interest payments and taxes that
exceed the modest rental income the
market allows them to charge.

The losses that result from this in-
vestment are true losses to the individ-
uals. There is no justification for these
losses being disallowed., Yet the pas-
sive loss rule would do just that.

Again, the $25,000 exemption would
be available to the individuals if their
incomes did not exceed $100,000, but
the income of the individuals has
nothing to do with whether these
losses should be deductible. True
losses should be deductible for any
active participant in real estate regard-
less of income because they simply are
legitimate losses.

PASSIVE LOSSES
® Mr. MATTINGLY. Mr. President, I
rise today to express some concerns I
have about this bill. To begin, let me
reiterate my past comments that I am
very supportive of this bill. I believe it
is truly tax reform. But there are some
areas of which I am deeply concerned.

The real estate provisions in the bill
present some very difficult problems—
particularly their impact on existing
investments. The loss disallowance
provision applies not only to future
owners and investors in rental real
estate, but it applies to owners and in-
vestors who made decisions years ago.
While there are phase-in rules for the
application of the new investment in-
terest limitation and passive business
loss rules, the phase-in would occur
quickly and would substantially dimin-
ish the anticipated tax benefits of
many existing investments. This provi-
sion will penalize those investors who
have undertaken investments and
commited future funds based upon ex-
isting tax laws.

Mr. President, the fairness and
equity of this proposal concerns me. Is
it fair to change the rules of the game
for these individuals? Is it good policy
to penalize these investors through
changes they could not reasonably an-
ticipate? I question whether it is. It is
my view that something must be done
to address the retroactive nature of
these provisions. Whether it be
lengthening the transition period, in-
creasing the benefits available in the
early transition years, or whatever,
there should be a workable solution.

Another great concern I have is the
distinction in the bill between active
real estate ownership and other busi-
ness. Why should those individuals
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who actively particpate in real estate
ownership be denied deductions of real
estate losses against other income
while active participants in other busi-
ness pursuits are allowed these types
of deductions? This concerns me, Mr.
President. I believe some consideration
should be given to those individuals
who are actively involved in the man-
agement of their rental real estate.
Mr. President, I do not believe it is
correct to penalize those investors who
entered into prior transactions in good
faith. I believe this is an issue of fair-
ness and equity. It is my hope and
desire that the conferees will seriously
consider these problems and address
them in conference.®
® Mr. BOREN. Mr. President, I com-
mend Senator BoscHwitz for initiat-
ing this discussion about the problem
in the existing bill relating to passive
losses. The way the bill now is written,
investors, particularly those in real
estate projects, could have real out-of-
pocket economic losses which they
could not fully deduct for tax pur-
poses. I am hopeful that in the confer-
ence committee, modifications can be
made which will reduce the unfair
burden imposed by these provisions. I
will certainly work to that end.e

ON THE IMPACT OF RETROACTIVE PROVISIONS ON
HOUSING AND RENTS

® Mr. KERRY. Mr. President, first, I
would like to commend the Finance
Committee, and particularly the chair-
man, for their hard work, patience and
persistence in bringing this issue to
the floor for debate. As a supporter of
tax reform, I am pleased that we have
reached this critical stage.

There are many good features in
this tax bill, notably lower rates and
fewer tax breaks, which should pro-
mote the efficiency of our economy.
Lower tax rates will, other things
being equal, reduce the role of tax fac-
tors in resource allocation and
strengthen the role of price signals in
the competitive marketplace. Equally
important is the relief that this bill
will offer to individual taxpayers
through lower rates and a somewhat
lighter overall tax burden. As we all
know well by now, tax reform requires
a series of tradeoffs and hard choices
if the goal of lowered rates is to be
achieved.

One sector of our economy—invest-
ment in real estate—in particular has
borne the brunt of these changes, and
I while I support the bill, T wish to ex-
press my hope that the conferees
should seek to soften the most acute
effects of the bill when they meet
with the House.

I refer, of course, to those aspects of
the bill that apply to investments
made prior to enactment of the bill—
investments that, at the time they
were made, were consistent with both
the letter of the law and legislative
intent.
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Changing the rules of the game in
midplay—which from the investor's
perspective is exactly what this bill
does—not only will be unfair but also
will be economically counterproduc-
tive, jeopardizing projects currently
underway and unknown numbers of
others which may never be built be-
cause of the chilling effect that retro-
active changes will have on investment
decisions.

In this regard, I am most concerned
with the devastating effect these
changes will have on the cost and
availability of affordable rental hous-
ing in this country, and with the po-
tential that these provisions will mean
increased homelessness and massive
rent increases for our most vulnerable
citizens.

The use of tax policy to encourage
the development of low-income hous-
ing is not a newly discovered loophole.
Congress’ intent to encourage outside
investment in low-income housing by
providing tax incentives was incorpo-
rated into the Code in the late 1960's
and substantially predates the rela-
tively recent rush to tax-motivated in-
vestments into other areas of real
estate.

For most of the 1970's Federal policy
recognized the need for a mix of tax
incentive with direct outlays, such as
section 8 and other HUD Housing Pro-
duction programs. Since 1981, at the
same time that outlay programs were
virtually shutdown by the Federal
budget cuts, tax incentives for low-
income housing investments were

made even more attractive. The signal
to States like Massachusetts, where
the availability of affordable rental
housing is the No. 1 bottleneck to con-

tinued growth and prosperity, was
loud and clear. Led by State govern-
ment and innovative new housing pro-
grams, Massachusetts alone since 1984
has seen exisiting tax benefits used to
leverage hundreds of millions of dol-
lars of private capital, leading to the
development of some 6,000 new units
of rental housing.

The lynchpin of these investments
has been the ability of private inves-
tors to receive tax benefits in ex-
change for their investments. Tax ben-
efits are required because these devel-
opments require subsidies just to
break even—without tax incentives,
they simply don't offer enough return
to attract private investment.

Any failure to recognize that govern-
ment policy has been to limit the eco-
nomic benefits in low-income housing
investments to tax preferences provid-
ed in the Internal Revenue Code will
result in an ironic unfairness to those
who, doing what Congress intended,
invested in low-income housing.

And while the investors already com-
mitted to such projects will have no
option but to absorb the loss, others
on the verge of investing but who have
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not yet done so will have every reason
to put their money elsewhere. If inves-
tors indeed back off from investments
in low-income housing, the losers will
be tenants and renters, not to mention
public agencies, communities, and con-
struction workers who had projects
poised on the verge of groundbreak-
ing.

The 38 State-assisted low- and mod-
erate-income housing projects in my
own State of Massachusetts represent
just a fraction of the important eco-
nomic activity that the retroactive
provisions of this bill halt. But the
impact of the bill on these projects
alone is enough to cause serious con-
cern in Massachusetts. I share these
concerns, and ask that an article from
vesterday’'s Boston Globe appear in
the Recorp following my remarks.

The article follows:

BuiLDERS Say Tax Law May StaLL Low-

RENT APARTMENTS
(By Sarah Snyder)

Developer Robert Kuehn plans to build 50
low-and moderate-income apartments in
Pittsfield. But if the current Senate tax re-
vision bill becomes law, he said, he's going
to make them condominiums instead.

Kuehn is typical of Massachusetts devel-
opers who say they will be unable to raise
private capital for low-income housing if the
bill proposed by Sen. Robert Packwood (R-
Ore.) passes.

The bill would no longer allow investors
not actively involved in the development of
a building, so-called limited partners, to use
property for tax deductions. Without those
tax benefits, as many as 3,000 subsidized
rental units planned for Massachusetts

could be jeopardized, according to Patrick E.

Clancy, executive director of Greater
Boston Community Development Inc., the
largest nonprofit developer of low-income
housing in the country.

Housing experts say people who invest in
subsidized, low-income housing projects do
so almost exclusively for the tax shelter,
which is primarily the depreciation of the
building. Tax benefits from depreciation
apply to other real estate as well, but they
are greater for subsidized housing because
depreciation time is faster. Congress wrote
current tax law this way to lure investments
in subsidized housing.

If the Packwood bill is passed, “There will
be no subsidized housing built, period” in
Massachusetts, said Eugene F. Kelly, chair-
man of the Developers Council of the Build-
ers Association of Greater Boston, an indus-
try group specializing in subsidized housing.

In the case of Kuehn's planned Pittsfield
building, the change in law would work like
this:

Kuehn, a partner in Housing Economics
in Cambridge, is looking for perhaps 10 in-
vestors to put up $50,000 each over [five
yvears. Under current law, he said, investors
would gel an estimated $20,000 to $25,000 in
depreciation on the building each year. For
an investor in the 50 percent tax bracket.
that is $10,000 in taxes saved a year. The
Senate bill would reduce that tax benefit to
zero if the investor had no real estate earn-
ings.

CONDOMINIUMS PROBABLE

“No one in their right mind is going to
invest” under those conditions. Keuhn said.
So, rather than 13 low-income and 37 mod-
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erate-rate apartments, he probably would
build condominiums.

Mathew Tharl, executive director of
Fenway Community Development Corp. in
Boston, said the bill would have the same
effect on his group's Fensgate Co-operative
on Hemenway Street. Tharl is looking for
investors to put up $1.4 million to help fi-
nance the 46 apartments, 32 of them for
low- and moderate-income families.

“The bill basically undercuts at least
$550,000 worth of tax shelter” for investors.
Tharl said. “We would have to turn much
more of it into market-rate housing, maybe
jettison the co-op structure, and make them
condos.”

Marvin Siflinger, executive director of the
Massachusetts Housing Finance Agency,
said the threat of dozens of subsidized
rental buildings being converted to condo-
miniums is a “worst case scenario” and un-
likely.

“We have been working very hard with
senators Kerry and Kennedy to work this
out” by amending the Senate bill, Siflinger
said. I think we are going to achieve suc-
cess."”

MITCHELL AMENDMENT

Clancy said low-income housing advocates
are backing an amendment by Sen. George
Mitchell (D-Maine) that would allow inves-
tors to keep their tax write-offs on low-
income housing for six years.

Robert Whittlesey, executive director of
the Boston Housing Partnership, which has
developed T00 low- and moderate-income
units in Boston in the past two years, said,
“The Packwood bill as now written is almost
a wipeout for us.”

He said the only way the partnership was
able to build those units was through exist-
ing tax benefits for investors.

The Senate bill would offer direct tax
credits to future investors in low-income
housing as a substitute for the current tax
write-offs. In effect, investors would get
cash back from the government for every
low-income housing unit in which they in-
vested.

ON REAL ESTATE PROVISIONS OF TAX BILL

(By request of Mr. DoLE, the follow-
ing statement was ordered to be print-
ed in the RECORD:)

Mrs. HAWKINS. Mr. President, in
most respects, the Tax Reform Act of
1986 is a worthy bill. Congress has
rarely been so single-minded in its
desire to write a fair and rational tax
bill. It is a historic piece of legislation,
and I commend my colleagues on the
Senate Finance Committee who have
labored so diligently over these past
months to construect it.

Congress now has the opportunity to
create a system that minimizes tax
loopholes and other unfair advantages
for the wealthy, and maximizes fair-
ness for all taxpayers. However, the
bill is insensitive and unfair to existing
real estate investors and tenants of
residential housing units.

The real estate industry expects that
close to 350,000 rental units will not be
built in the first year after the bill be-
comes law, since the present incentives
for real estate development will be
eliminated. Moreover, since far less
capital will be available for residential
housing projects, rental costs in exist-

13709

ing units are expected to increase by
an average of 20 percent.

Mr. President, Florida and the Sun
Belt States are undergoing a historie
demographic shift. Many have left
their homes in the Northeast and Mid-
west to seek opportunities in Florida.
We in Florida do all we can to provide
adequate housing and employment. In
fact, since the mid-1960's, Florida has
more than doubled its total housing
stock in response to this migration. As
this trend continues, new homes and
apartments will be required. How will
these homes be built if there is little
or no incentive on the part of private
investors to build them? H.R. 3838, as
reported by the Finance Committee,
will severely constrict the building of
future housing projects. As an addi-
tional consequence, as the supply of
homes and apartments diminishes, the
continuing demand will increase rents
significantly. Finally, the declining
supply of capital will result in deferred
repair and rehabilitation of existing
property, a decline that will adversely
affeet all tenants and their communi-
ties.

Mr. President, there are several ele-
ments relating to the treatment of real
estate and I urge my Senate colleagues
to consider as they enter the confer-
ence with the House. I fear the real
estate sector will be shouldering an
unreasonably large burden of what is
otherwise a fair and equitable piece of
legislation.

One of my concerns is the effect the
proposed transition rules as they
relate to investors who are currently
under legal obligations to contribute
capital to newly constructed real
estate developments. Since the Senate
Finance rules apply retroactively, Con-
gress will be creating a situation which
will require these investors to decide
either to continue their contributions
at a loss, or to default on their obliga-
tions. They will certainly default if it
makes economic sense to do so. Con-
gress should not pass a bill which un-
intentionally encourages defaults on
projects which are currently serving
such a critical housing function in
Florida and around the Nation.

Under current law, real estate inves-
tors may offset losses on real estate in-
vestments against gains made in other
investments or businesses. Most inves-
tors typically make capital contribu-
tions to a real estate venture over a
period of 3 to 7 years. These so-called
“staged phase-ins’” cover the costs as-
sociated with new developments, such
as debt service and operating losses,
frequently encountered during the
early stages of a residential or com-
mercial development.

The proposed transition rules make
no distinction between investors who
have completed their capital contribu-
tion requirements, and those who have
just begun or are in the midst of their
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obligations. Since the transition rules
make no distinction, these investors
will be affected differently.

I suggest that a grandfather provi-
sion is a fair legislative solution to this
problem. At the least, the transition
rules should permit these investors to
deduct their real economic losses up to
the level of their capital obligations in
any year. Congress should permit this
regardless of the fact that these levels
exceed the allowable percentages oth-
erwise included in the tax bill.

The grandfather provision would
create a favorable economic environ-
ment in which investors will be able to
complete their capital contribution ob-
ligations. Congress must allow for
such a reasonable deduction of losses
and investment interest. Otherwise, we
will be held responsible for a poten-
tially disastrous situation in our Na-
tion’s real estate and banking indus-
tries.

I am also deeply concerned with the
impact of the bill on future invest-
ments in residential property. Decent
and adequate housing for all Ameri-
cans is a worthy goal which Congress
must seek to achieve. Unfortunately,
under H.R. 3838, future investors look-
ing at their options will have no eco-
nomic incentive to invest in residential
development. Our Nation, and espe-
cially high growth States like Florida,
continues to rely on residential real
estate developers to meet our housing
requirements. As our population in

Florida increases each year, I am con-
cerned that this tax bill will destroy

the necessary environment in which
the required capital will be made avail-
able by investors in the coming years.

Limited partnerships in real estate
have provided incalculable resources
in the building of real estate develop-
ments, They have provided the tens of
billions of dollars which have built our
homes, our shopping eenters, and our
office buildings.

Current law allows for full deduction
of all losses associated with the part-
nership against any income from any
other source. This tax incentive has
fueled the residential building indus-
try, and has helped meet the great
demand for residential developments.

It cannot be denied that this provi-
sion in the current Tax Code is
abused. I strongly endorse the concept
of restricting overly generous deduc-
tions for these investments.

However, the Finance Committee
bill goes a bit too far. In essence, it
denies any deductions whatsoever of
these so-called “passive losses.”

Mr. President, if investors do not
provide future capital, who will pay
the bill? It seems clear to this Senator
the answer is the tenants. The tax bill
will create huge rent increases for ten-
ants living in residential housing de-
velopments.

Indeed, Mr. President, while it is dif-
ficult to forecast such matters accu-
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rately, industry experts predict that
rents in residential property will in-
crease by at least 20-30 percent over
regular rent increases. I fear renters in
my state will be faced with even
higher rent increases, as demand for
rental houses rises in the face of de-
creased supply.

Mr. President, it would be absurd if
Congress were to pass a tax bill which
ostensibly reduces the tax liability of
middle-income Americans on one
hand, and on the other hand will
gobble up any potential savings with
huge rent increases. In addition, rent
increases will adversely affect the lives
of all Americans living on fixed or lim-
ited incomes. In Florida, I refer to our
retired citizens, and those living at or
below the poverty line.

H.R. 3838 also unfairly modifies the
rate of depreciation on existing resi-
dential and commercial property.
Rental apartments will be directly af-
fected by the changes proposed in the
tax bill. The bill establishes an arbi-
trary figure of 27.5 years as the period
of time over which residential proper-
ty may be depreciated on a straight
line basis.

However, residential rental property,
particularly maultifamily housing,
needs repair and replacement for
almost every element every 10 to 12
years. These properties will be particu-
larly affected by the Finance Commit-
tee proposals, since the unavailability
of favorable depreciation allowances
will result in deterioration of these
properties. Residential rental units are
vacated and occupied more frequently
than nonresidential units, and conse-
quently experience quicker deteriora-
tion. In addition, rental units are less
well-maintained by tenants than are
owner-occupied units or commercial
property. They need repair often.
Since rental property owners will find
it more difficult to maintain and
repair rental units under the Finance
Committee proposals, our nation will
face a major problem in the future
with respect to deterioration of resi-
dential housing.

The conferees should revise the for-
mula of depreciation for multifamily
property. The formula must reflect
the real economic decline of these
properties brought on by age and
other factors. This will encourage the
rehabilitation of existing properties
and keep rents down.

Mr. President, the Tax Reform Act
of 1986 is historic and necessary. This
country will benefit from its enact-
ment. It is generally fair, and will lead
this Nation to new heights of prosperi-
ty. However, Congress must be mind-
ful of aspects of the bill which are
unfair and impose a burden on those
who can least afford it. Congress
should not hinder those people who
contribute their capital into the build-
ing of this great land. I urge my col-
leagues who are designated conferees
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to consider my remarks here today as
they merge the best parts of both the
Senate and House bills.

0 1630

Mr. DANFORTH. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DANFORTH. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

ROUTINE MORNING BUSINESS

Mr. DANFORTH. Mr. President, I
ask unanimous consent that there now
be a period for the transaction of rou-
tine morning business, not to extend
beyond 5 p.m., during which Senators
may speak for not more than 5 min-
utes each.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

MESSAGES FROM THE HOUSE

At 11:20 a.m., a message from the
House of Representatives, delivered by
Mr. Berry, one of its reading clerks,
announced that the House has passed
the following joint resolution, in
which it requests the concurrence of
the Senate:

H.J. Res. 652. Joint resolution to provide
for the temporary extension of certain pro-
grams relating to housing and community
development, and for other purposes.

MEASURES PLACED ON THE
CALENDAR

The following joint resolution was
read the first and second times by
unanimous consent, and placed on the
calendar:

H.J. Res. 652. Joint resolution to provide
for the temporary extension of certain pro-
grams relating to housing and community
development, and for other purposes.

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. LUGAR, from the Committee on
Foreign Relations, without amendment and
with a preamble:

S. Res. 404: A resolution to designate the
college of William and Mary as the official
U.S. representative to the Tercentenary
celebration of the Glorious Revolution.

EXECUTIVE REPORTS OF
COMMITTEES

The following executive reports of
committees were submitted:

By Mr. LUGAR, from the Committee on
Foreign Relations:

Treaty Doc. 99-26. Protocol, signed at
Beijing on May 10, 1986, concerning the in-
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terpretation of paragraph 7 of the protocol
to the agreement between the Government
of the United States of America and the
Government of the People's Republic of
China for the avoidance of double taxation
and the prevention of tax evasion with re-
spect to taxes on income, signed at Beijing
on April 30, 1984 (Exec. Rept. No. 99-15).

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second time by unanimous con-
sent, and referred as indicated:

By Mr. McCONNELL:

5. 2553. A bill to amend the Consolidated
Farm and Rural Development Act to re-
quire the Secretary of Agriculture to offer
training in advanced marketing techniques
and to require individuals to complete such
training to be eligible for real estate and op-
erating loans under such act; to the Com-
mittee on Agriculture, Nutrition, and For-
estry.

By Mr. DURENBERGER [For him-
self, Mr. HEINz, Mr. CHAFEE, and Mr.
PROXMIRE]:

S. 2554. A bill to improve the quality of in-
formation available with respect to the pro-
spective payments system under medicare
program, and for other purposes; to the
Committee on Finance.

By Mr. KENNEDY [for himself, Mr.
DoLg, Mr. Lucar, Mr. INoUYE, Mr.
MoyNIHAN, Mr. PELL, Mr. HARKIN,
and Mr. METZENBAUM]:

S.J. Res. 361. A joint resolution opposing
the participation of the Chilean vessel Es-
meralda in the July 4 Liberty Weekend cele-
bration; considered and passed.

SUBMISSION OF CONCURRENT
AND SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. DOMENICI [for himself and
Mr. BINGAMAN]:

S. Res. 427, A resolution to recognize and
acknowledge June 13, 1986 as “New Mexico
is a State Day’"; considered and agreed to.

By Mr. SYMMS [for himself, Mr. ZoR-
INSKY, Mr. DeENTON, Mr. DANFORTH,
Mr. GramMMm, Mr. ABDNOR, Mr. SimMp-
50N, Mr. McCLURE, Mr. LaxaLT, and
Mr. HEcHT.1:

S. Con. Res. 148. A concurrent resolution
expressing the sense of Congress concerning
the nuclear disaster at Chernobyl in the
Soviet Union; to the Committee on Agricul-
ture, Nutrition, and Forestry.

STATEMENTS OF INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. McCONNELL:

S. 2553. A bill to amend the Consoli-
dated Farm and Rural Development
Act to require the Secretary of Agri-
culture to offer training in advanced
marketing techniques and to reguire
individuals to complete such training
to be eligible for real estate and oper-
ating loans under such act; to the
Committee on Agriculture, Nutrition,
and Forestry.
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(The remarks of Mr. McCoNNELL and
the text of the legislation appear earli-
er in today's RECORD.)

By Mr. DURENBERGER (for
himself, Mr. Heinz, Mr.
CHAFEE, and Mr. PROXMIRE).

S. 2554. A bill to improve the quality
of information available with respect
to the prospective payment system
under the Medicare Program, and for
other purposes; to the Committee on
Finance.

MEDICARE INFORMATION ACT

e Mr. DURENBERGER. Mr. Presi-
dent, I rise today to introduce the
Medicare Information Act of 1986. I
am joined in this effort by Senators
HeINz, CHAFEE, and PROXMIRE as co-
sponsors. This bill mandates critically
needed improvements in the Depart-
ment of Health and Human Services'
ability to monitor Medicare's prospec-
tive payment system. It will foster re-
search which will enable Medicare to
assess the quality of medical services
provided to its beneficiaries. It re-
quires the Department to undertake a
second national medical expenditure
survey, a necessity for future health
policy-making.

THE NEED FOR PAYMENT REFORM

Mr. President, 20 years ago, Con-
gress established Medicare in order to
assure access to health care for this
country's elderly and disabled.

But, in 1966, our definitions of
access and quality were very different.
At that time, the delivery of health
care was often characterized by long
stays in the hospital, and patients who
were cared for, but not cured.

In the last 20 years, however, ad-
vances like intensive care units, and
amazing new diagnostic tools, pace-
makers, bypass surgery, cancer thera-
pies, and same day cataract oper-
ations, have changed the definition of
quality medical care for all Americans.

For the elderly and disabled in par-
ticular, the hospital is no longer
simply a place to convalesce. Now,
thanks to advances in mediecal science,
the hospital can be a place to renew,
and even improve, life.

With all these advances in modern
medicine, however, have come new
challenges. New, more expensive pro-
cedures and devices—when combined
with Medicare's financing arrange-
ments—resulted in greater access to ef-
fective care for beneficiaries, but also
tremendous increases in cost for both
beneficiaries and the American tax-
payer.

Medicare's reimbursement system
very naturally led doctors, hospitals,
and their patients to think that more
medicine was automatically better
medicine.

Eventually, concern arose among
many Americans that the more is
better practice standard was not only
too costly, but might also mean too
much medicine, particularly in the
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case of hospital stays which can in-
volve the risk of nosocomial infections
and other complications.

These concerns led to a traditional
regulatory response on the part of
Government with certificate of need
legislation and the genesis of the Pro-
fessional Standards Review Organiza-
tion [PSRO] Program, and, later, the
peer review organizations [PRO's]
which I helped to develop.

Action on the regulatory side,
though, was only part of the answer.
Payment reform had to be the major
driving force to bring incentives for
the providers in line with the actual
needs of the beneficiaries. The advent
of per case pricing for hospitals in
1983—payment by diagnosis related
groups [DRG's]—replaced the tradi-
tional cost-based payment system and
brought with it a “new day" in hospi-
tal care for Medicare and the 31 mil-
lion Americans it serves.

Now, instead of more is better, the
new Medicare payment system sends
doctors and hospitals a signal that pa-
tient care should be managed carefully
and that patients should receive only
that care which they need.

These significant reforms are work-
ing largely as intended. Hospitals and
other providers have responded well.
The new system has given the Medi-
care hospital trust fund billions of dol-
lars in savings and has given efficient
hospitals the ability to make profit
margins necessary to maintain finan-
cial viability.

PAYMENT REFORM BROUGHT NEW CONCERNS

While the signals of the new Medi-
care payment system have been clear
to hospitals and doctors, they have
been somewhat less clear to elderly
and disabled Medicare beneficiaries.
Many patients have been uncertain
about whether they are receiving qual-
ity when they are directed away from
traditional hospital settings for treat-
ment or discharged after what seems
like very short hospital stays. And,
many older Americans are concerned
that the new payment system leaves
the potential for individual providers
to short-sheet patients on quality.

In order to address these concerns
about the impact of Medicare's pro-
spective payment system on the gual-
ity of care provided to Medicare pa-
tients, the Senate Finance Committee
held a hearing on June 3, 1986. The
hearing focused on three critical ques-
tions:

First, whether the reported 3,000 to
4,000 early discharges, documented in
the Medicare Program since the imple-
mentation of DRG's, are exceptions to
the rule of generally good medical
practice, or are the tip of a quicker
and sicker iceberg?

Second, how much of the benefici-
aries’ concern over potential prema-
ture hospital discharges can be attrib-
uted to the fact that DRG’s changed
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overnight the way medicine is prac-
ticed in hospitals, but we all forgot to
tell the beneficiaries?

Third, how much of the concern
over premature hospital discharge is
really a reflection of patients’ inability
to find the nonhospital settings or
posthospital care they need?

Let me address these questions in re-
verse order.

Witnesses at the hearing agreed that
some of the concern regarding the
effect of DRG’s on quality reflects the
increasing need of Medicare patients
for posthospital care.

In the old days of cost-based reim-
bursement, Medicare patients could
expect to stay in the traditional hospi-
tal setting until they were completely
recovered. This meant that many hos-
pital stays included what one might
call social days, or days during which
the patient didn’'t require acute care,
but couldn’t arrange for, or afford, the
less intense posthospital care actually
needed. So, the patient stayed in the
hospital through his total convales-
cence and the hospital sent the total
bill—including the cost of the social
days—to Medicare's hospital trust
fund. Medicare paid for the cost of
convalescent care when it paid for all
the hospital days the doctor allowed.

However, under Medicare's new pay-
ment system, Medicare coverage for
hospital stays ends when hospitaliza-
tion is no longer medically necessary.
So, a greater percentage of the Medi-
care patients being discharged from
hospitals will still be in need of some

level of subacute care. Yet Medicare's
structure has not been changed to re-
flect the growing importance of post-
hospital care.

Witnesses at the hearing also agreed
that some of the concern over the
issue of premature discharge reflects,

not medically inappropriate dis-
charges, but a lack of understanding
on the part of Medicare beneficiaries
as to how Medicare’s coverage of hos-
pitalization has changed.

Medicare beneficiaries need informa-
tion about PPS, and they need time, as
do other Americans, to become accus-
tomed to changes in the delivery of
health care today.

Thousands of older Americans, for
example, are having cataract and
other types of surgery in same-day
surgery centers. And thousands more
receive cancer fighting chemotherapy
treatments in outpatient departments
and, increasingly, in their own homes.
All Americans are having to get used
to these kinds of changes in the prac-
tice of medicine. Mothers no longer
spend five days in the hospital resting
up after the birth of a baby. And
dozens of tests and other procedures
which used to require hospitalization
are now done, routinely, in doctors’ of-
fices all over America.

But the most amazing area of agree-
ment among our witnesses on the issue
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of whether or not we can assess the
effect of PPS on quality of care.

I was particularly struck by the com-
prehensive work by the General Ac-
counting Office and the Office of
Technology Assessment. These two
agencies did not conclude that there
was a quality problem. But, they did
not conclude that there was not a
quality problem either.

Instead, they concluded that there
is—amazingly enough—no data which
to tell whether there is a quality prob-
lem under the new Medicare payment
system.

I believe that the appropriate re-
sponse to that conclusion is obvious—
“Let’s get the data!”

In a letter to Secretary Bowen, Sena-
tor HEiNnz and I have already ex-
pressed concerns about specific prob-
lems with the administration and or-
ganization of Medicare data which in-
hibits its usefulness in evaluation of
the effects of major policy changes on
Medicare beneficiaries.

I am also disappointed to learn that
HCFA has made no systematic effort
to create a useable PRO research data
base. Therefore, PRO's do not per-
form their reviews in a way which
allows the data to be analyzed to iden-
tify regional variations in treatment
patterns or to conduct national evalua-
tions using objective measures of qual-
ity of care.

THE MEDICARE INFORMATION ACT OF 1988

Mr. President, to meet these infor-
mation needs I am introducing today
the Medicare Information Act of 1986.
S. 2554 has three titles.

TITLE 1

S. 2554 implements several options
presented by the Office of Technology
Assessment in its report on ‘“Medi-
care's Prospective Payment System:
Strategies for Evaluating Cost, Qual-
ity, and Medical Technology.” This
title will see to it that we have the in-
formation necessary to analyze the
impact of PPS on access to and quality
of care for beneficiaries as well as on
the financial viability of hospitals.
Specifically, title I:

First, requires that HCFA complete
the Medicare automated data retrieval
system [MADRS], its data base which
links part A and part B files.

Without this kind of unified data
base, it is impossible to follow benefici-
aries beyond the hospital door and
find out what's happening to them
after discharge.

Yet this is where the real effect of
PPS will be felt—not in medically pre-
mature discharges, but in the shift of
more care to the posthospital setting.
Medicare patients being discharged
from the hospital will require a more
intensive level of SNF or home health
care, on the average, than they did
before.

But, without a unified data base,

HCFA can't confirm this prediction,
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nor can it know whether the posthos-
pital needs of patients are being met.

Second, requires the HHS Secretary
to report to Congress, within a year of
enactment of the bill, recommenda-
tions for revising the hospital cost re-
ports, now mandated by the Medicare
statute, so that they provide informa-
tion that is appropriate to the analysis
of PPS in a timely fashion.

Under cost-based reimbursement,
hospitals submitted cost reports whose
content was dictated by the need for
data which substantiated the hospitals’
claims for payment from Medicare.

Under PPS, the need for cost data is
changing, but it still exists. Medicare
cost reports are critical for the job of
evaluating the financial effects of PPS
on different kinds of hospitals, pa-
tients, and payers. Without cost data,
we won't be able to measure the distri-
bution of profits and losses by DRG or
by type of hospital, nor will we know
the real cost problems faced by teach-
ing versus nonteaching hospitals, by
rural versus urban hospitals, by hospi-
tals in different geographic regions
with different input costs, and so on.

Currently, although the Social Secu-
rity Amendments of 1983 prohibit the
Secretary from eliminating the cost re-
ports before 1988, their content can be
changed at the discretion of HCFA,
with OMB's approval, and HCFA rou-
tinely develops new cost reports.

Last year HCFA circulated for com-
ments a revised cost report which it
recommended for use only by PPS
hospitals. The proposed reporting
form eliminated so much essential in-
formation that it would have been im-
possible for PPS hospitals to calculate
their inpatient costs. Without that
data, it would be impossible for the
Administration to monitor, evaluate,
update, or rebase the PPS rates in
order to set prices that are reasonably
related to efficient costs of production.
The proposed cost report was never
implemented because it met with ve-
hement objections from the field.

But the reporting format is in need
of an overhaul by experts within and
outside of the Federal Government to
see that it provides information appro-
priate to the new payment mecha-
nism. Therefore, the bill requires the
Secretary to make recommendations
on this overhaul after consulting with
representatives of OTA, ProPAC, and
other private sector experts and pro-
hibits HCFA from making any major
changes in the cost reports until 6
months after the Secretary’s recom-
mendations are received by Congress.

Third, designates the Office of the
Assistant Secretary for Planning and
Evaluation to coordinate and oversee
the organization of PPS evaluations,
which are currently fragmented
within the department.

There are presently a great number
of organizations conducting a variety




June 13, 1986

of studies on quality: HCFA itself,
HCFA grantees and contractors, in-
cluding PRO's and Rand, NCHSR, and
more. One office should be designated
to coordinate and oversee research and
studies into quality so that appropri-
ate studies are undertaken, costly ef-
forts are not duplicated or wasted,
available data are used efficiently, and
the knowledge of those most gualified
and objective is tapped.

ASPE is appropriate for this role in
that it has traditionally maintained a
coordinating role with respect to eval-
uation research, and because, as a sep-
arate office which is not involved in
the administration of the Medicare
Program, its involvement brings bal-
ance and added credibility to the fune-
tions of coordination and oversight.

Fourth, finally, title I of S. 2554 re-
quires that all hospitals, by July 1,
1987, use HCFA's common procedure
coding system, or HCPCS, to code the
procedures that are performed in their
outpatient departments on the bills
they submit to Medicare’s fiscal inter-
mediaries.

Currently, hospital outpatient de-
partments use the same ICD-9 proce-
dural coding that is used on the inpa-
tient side. But for purposes of compar-
ing costs of services or procedures in
different settings, it is important to be
able to compare the outpatient depart-
ment with an ambulatory service
center or a doctor's office, not to com-
pare it with hospital admissions.

By requiring this kind of compara-
bility in coding across the appropriate

settings, we can be confident that fur-
ther reform of the Medicare payment
structure will be based on adequate in-

formation with which to judge its
impact before implementing it. For
that reason, this provision was also in-
cluded in S. 2368, the Medicare Physi-
cian Payment Reform Act of 1986,
which I introduced along with Sena-
tors DoLE and BENTSEN.

TITLE II

S. 2554 requires that studies be con-
ducted into medical practice vari-
ations, their implications for health
outcomes, and that DHHS fund re-
search to develop improved methods
for measuring quality of care. Specifi-
cally, title II:

First, requires DHHS to organize a
comprehensive data base including
part A and part B claims data that
would be suitable for small area analy-
sis and outcomes research and to make
it available for outcome research to
qualified investigators and policy ana-
lysts.

Second, requires DHHS to support
studies designed to assess the appro-
priateness of admissions and dis-
charges.

Third, requires DHHS to assess the
extent of professional uncertainty re-
garding the efficacy of selected medi-
cal treatments and surgical proce-
dures.
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Fourth, requires DHHS to develop
improved methods for measuring pa-
tient outcomes.

Fifth, finally, title II requires DHHS
to conduct evaluation of patient medi-
cal outcomes and quality of life out-
comes for selected treatments and pro-
cedures.

Mr. President, this research is criti-
cally important. We want the Federal
Government to be a prudent buyer of
medical services for the beneficiaries
of federally funded programs. Medi-
care in particular has come a long way
since 1983 in moderating cost in-
creases, and now we must combine our
continuing efforts at cost control with
a new initiative of monitoring quality
in order to get beyond arguments over
what is a good price or how long is the
right length of stay to the more im-
portant question: Are the beneficiaries
of Medicare and other Federal pro-
grams receiving value for the money
paid for those services?

Mr. President, it has long been rec-
ognized that the use of medical treat-
ments and surgical procedures varies
substantially from area to area. This
variation can occur for many reasons:
Differences in the age or gender com-
position of the population, differences
in patient preferences, differences in
the incidence of diseases, and differ-
ences in standard of medical practice
across communities.

Over the past 15 years, health serv-
ices research on variations in medical
practice, pioneered by Dr. Jack Wen-
neberg of Dartmouth University, has
uncovered some very disturbing find-
ings. First, after controlling and ad-
justing for differences in age and
gender composition, disease rates, and
the other factors identified above that
one would expect to account for varied
practice patterns in differing commu-
nities, researchers still observe enor-
mous variations in the use of certain
treatments and procedures.

In Maine, for example, the rate of
hospitalization for pediatric pneu-
monia vary as much as twentyfold, not
from one end of the State to the
other, but in communities just a few
miles apart. Further, in some parts of
Maine, 70 percent of the elderly
women have undergrone a hysterecto-
my, while in neighboring communities
the rate is 25 percent.

In Iowa, the rates of prostatectomies
in 85-year-old males varies from 15
percent in some communities to 50
percent in others.

These and many other findings from
the research on medical practice vari-
ations have lent new insight into the
way medicine is practiced. And they
raise a fundamental question: Do
these vastly different practice styles
affect the quality of care which pa-
tients receive?

But this line of research hasn't yet
been carried on to the next logical
step—determining the health out-
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comes and quality of life associated
with different patterns of medical and
surgical treatment. Are patients who
live in .communities with a very high
rate of prostatectomies or hysterecto-
mies living longer, enjoying fuller lives
with less pain, less disability, fewer
complications, and fewer hospitaliza-
tions than patients living in communi-
ties with much lower rates of these
procedures?

Right now, we don't know the
answer to that gquestion because the
right studies haven't been done. S. 2554
will see that they are done.

Cobra requires that PRO's do 100
percent preadmission review of 10 pro-
cedures which have high volumes,
costs, and nonconfirmation rates in
their areas. By doing this, they will be
able to address and reduce variation
rates by “feeding back” to local physi-
cians the criteria the PRO considers as
indicating that a procedure is medical-
ly necessary. But in these decisions,
each PRO will be reflecting its own
training and its own local practice
standard.

Armed with the knowledge that
would be provided by these outcome
studies under title II, PRO'’s could uti-
lize uniform criteria based on state-of-
the-art information rather than infor-
mation based on each local PRO’s par-
ticular training and historical practice
pattern.

TITLE III

S. 2554 requires the DHHS Secre-
tary to conduct a nationwide medical
expenditure survey at least once a
decade, beginning in fiscal year 1987.

The health care marketplace has un-
dergone tremendous change in the last
decade. As policymakers search for
ways to improve efficiency and to en-
courage procompetitive reforms which
reflect the fact that quantity is not
synonymous with quality, we need ac-
curate information about the costs
that health care consumers are
facing—costs for insurance, for supple-
mental insurance, for long-term care
insurance, for care when they can’t
find insurance, and so on.

The last national medical expendi-
ture survey was conducted in 1977—in
other words, in an environment that
was pre-DRG’s, HMO's, PPO's, ASC's,
and so on. Today, its usefulness is seri-
ously limited and out of date, yet it
continues to be the basis for most of
the cost and savings estimates devel-
oped by the Congressional Budget
Office and the Office of Management
and Budget.

Plans for the survey have been en-
dorsed by OMB and are contained in
the President’s budget justification.
But the President's budget does not
include sufficient funding to begin
field work in fiseal year 1987.

Unless we see to it that adequate
funding is available and that the
survey is begun on time, we run the
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risk of having to make major decisions
on issues such as catastrophic cover-
age, long-term-care financing, and
Medicare vouchers—without having
reliable data with which to analyze
specific proposals and to determine
their likely effect on Medicare benefi-
ciaries.

Therefore, it is essential that we
begin the process of gathering this in-
formation. No new funds are provided
for this survey—instead, it is mandat-
ed that the department fund the
survey from its existing 1 percent set-
aside for evaluation projects.

By assuring that this survey is done
in a timely manner, we can be certain
that future policy proposals, such as
Medicare and Medicaid vouchers, cata-
strophic health insurance, the devel-
opment of more accurate Medicare
payments to HMO's, and the design of
reasonable deductibles and coinsur-
ance will be based on current informa-
tion, and not on 1977 pre-DRG-HMO-
PPO-ASC and so forth statistics that
are “trended forward.”

Mr. President, I especially want to
thank the senior Senator from Wis-
consin [Mr. ProxmiIRre], for his assist-
ance and cooperation in developing
this proposal. Senator PROXMIRE has
been instruemntal in bringing to the
Senate the need for beneficiary infor-
mation regarding the operation of the
DRG prospective payment system as
well as the need for developing the
type of sound health care data base
envisioned by the bill we are introduc-
ing today. He has made a number of
important contributions, which should
not go unrecognized: He was the first
Senator to introduce a proposal for a
Medicare patient bill of rights, long
before the Department developed
their recent beneficiary fact sheet; he
developed the first legislation to fund
research into health care outcomes
which serves as the base for our ex-
panded proposal today; and, he has
alerted all of us to the need for assur-
ing that the national medical expendi-
ture survey proceed on schedule. He
has made substantive contributions to
his effort and I deeply appreciate his
efforts.

Mr. President, I believe that this bill
implements several steps that must be
taken immediately if we are to assure
Medicare beneficiaries that the Feder-
al Government is ready, willing, and
able to monitor what is happening to
the quality of medical care. I urge
Members to join me in seeing it en-
acted this year.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the bill
was ordered to be printed in the
RECORD, as follows:

S. 2554

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,
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SECTION 1. SHORT TITLE: TABLE OF CONTENTS.

(a) SuorT TIiTLE.—This Act may be cited
as the “Medicare Information Act”.

(b) TABLE OF CONTENTS.—
Sec. 1. Short title; table of contents.

TITLE I-INFORMATION FOR EVALUA-
TION OF AND MAINTENANCE OF
QUALITY UNDER THE PROSPECTIVE
PAYMENT SYSTEM

Sec. 101. Medicare Automated Data Retrieval System.
Sec. 102. Reporting of hospital costs.

Sec. 103. Coordination and oversight of
PPS evaluation.

Sec. 104. Use of HCFA common procedure
coding system.

TITLE II-RESEARCH ON OUTCOMES
OF SPECIFIC MEDICAL TREATMENTS
AND SURGICAL PROCEDURES

Sec. 201. Establishment of patient outcome
assessment project.

TITLE III-NATIONAL MEDICAL
EXPENDITURE SURVEY

301. National medical expenditure
survey.

TITLE I-INFORMATION FOR EVALUA-
TION OF AND MAINTENANCE OF
QUALITY UNDER THE PROSPECTIVE
PAYMENT SYSTEM

SEC. 101. MEDICARE AUTOMATED DATA RETRIEVAL

SYSTEM.

The Medicare Automated Data Retrieval
System under development by the Secretary
of Health and Human Services to provide
integrated information on the claims of
beneficiaries under parts A and B of title
XVIII of the Social Security Act shall in-
clude information for all fiscal years begin-
ning after September 30, 1979.

SEC. 102. REPORTING OF HOSPITAL COSTS.

(a) Cost REPORTING REQUIRED THROUGH
FiscaL YEAR 1993.—Section 1886(f)(1) of the
Social Security Act (42 U.S.C. 1395ww(f)(1))
is amended by striking out “1988" and in-
serting in lieu thereof *1993"".

(b) LiMiTATION ON CHANGES.—During the
period beginning with the date of the enact-
ment of this Act and ending with the date
on which the Secretary of Health and
Human Services (in this section referred to
as the “Secretary’’) submits the report re-
quired by subsection (c), the Secretary may
modify the system for the reporting of hos-
pital costs that is maintained pursuant to
section 1886(f)(1) of the Social Security Act
and is in effect on the date of the enact-
ment of this Act only to the extent neces-
sary to reflect changes in the method of
payment for capital-related and other costs
of subsection (d) hospitals (as defined in sec-
tion 1886(d)}(1XB) of the Social Security
Act) under title XVIII of such Act.

(¢) REPORT.—

(1) Not later than one year after the date
of the enactment of this Act, the Secretary
shall submit to the Congress a report rec-
ommending ways in which the system for
reporting hospital costs that is maintained
pursuant to section 1886(f)(1) of the Social
Security Act may be modified in order to
provide information that is appropriate for
the evaluation of the prospective payment
system on a timely basis.

(2) The report required by paragraph (1)
shall be prepared in consultation with the
Prospective Payment Assessment Commis-
sion, the Office of Technology Assessment,
and representatives of appropriate academic
specialties and health-care organizations.
SEC. 103. COORDINATION AND OVERSIGHT OF PPS

EVALUATION,

(a) In GENERAL.—The Assistant Secretary

for Planning and Evaluation of the Depart-

Sec.
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ment of Health and Human Services (in this
section referred to as the “Assistant Secre-
tary’" and the “Department”, respectively)
shall be responsible for coordinating and
overseeing the activities of the Department
relating to the evaluation of the prospective
payment system (in this section referred to
as “PPS8") established under section 1886 of
the Social Security Act, including evalua-
tions of the impact of PPS on the access of
medicare beneficiaries to health care and on
the quality of health care provided to such
beneficiaries.

(b) Duties.—The duties of the Assistant
Secretary under this section shall include—

(1) assessing the feasibility and costs of al-
ternative studies of PPS in relation to their
importance;

(2) developing an annual PPS evaluation
agenda,

(3) recommending an annual PPS evalua-
tion budget;

(4) identifying the most appropriate orga-
nizational sponsors for specific studies;

(5) recommending the most appropriate
funding mechanisms;

(6) recommending funding levels for indi-
vidual studies;

(T) overseeing and coordinating access to
needed data;

(8) overseeing and coordinating changes in
data systems to enhance the ability to
evaluate PPS;

(9) reviewing the content of specific stud-
ies for their scientific validity; and

(10) maintaining a clearinghouse for both
public and private sector studies.

(c) REPORT.—The Assistant Secretary shall
report to the Congress not less than once
each year with respect to the activities co-
ordinated under this section.

SEC. 104. USE OF HCFA COMMON PROCEDURE
CODING SYSTEM.

(9) HospiTaLs.—Not later than July 1,
1987, each carrier with which the Secretary
has entered into a contract under section
1842 of the Social Security Act, and each
fiscal intermediary which processes claims
under part B of title XVIII of such Act,
shall require hospital providers of outpa-
tient services to adopt and utilize the HCFA
Common Procedure Coding System for pur-
poses of such part.

TITLE II-RESEARCH ON OUTCOMES
OF SPECIFIC MEDICAL TREATMENTS
AND SURGICAL PROCEDURES

SEC. 201. ESTABLISHMENT OF PATIENT OUTCOME
ASSESSMENT PROJECT.

(a) IN GENERAL.—Section 1874 of the
Social Security Act (42 U.S.C. 139511) is
amended by adding at the end the following
new subsection:

“(e1) The Secretary, through the Assist-
ant Secretary for Planning and Evaluation,
shall establish a patient outcome assess-
ment project (in this subsection referred to
as the ‘project’) to promote research with
respect to patient outcomes of selected med-
ical treatments and surgical procedures for
the purpose of assessing their appropriate-
ness, necessity, and effectiveness. The
project shall include—

“{A) reorganization of data relating to
claims under parts A and B of this title in a
manner that facilitates research with re-
spect to patient outcomes,

“(B) assessments of the appropriateness
of admissions and discharges,

"“(C) assessments of the extent of profes-
sional uncertainty regarding efficacy,

‘(D) development of improved methods
for measuring quality-of-life patient out-
comes,
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“(E) model evaluations of patient out-
comes, and

*“(F) evaluation of the efforts on physi-
cians’ practice patterns of the dissemination
to physicians and peer review organizations
with contracts under part B of title XI of
the findings of the research conducted
under subparagraphs (B), (C), (D), and (E).

“(2) In selecting treatments and proce-
dures to be studied, the Secretary shall give
priority to those medical and surgical treat-
ments and procedures—

“(A) for which data indicate a highly (or
potentially highly) variable pattern of utili-
zation among beneficiaries under this title
in different geographic areas, and

‘“(B) which are significant (or potentially
significant) for purposes of this title in
terms of utilization by beneficiaries, length
of hospitalization associated with the treat-
ment procedure, costs to the program, and
risk involved to the beneficiary.

“(3) For purposes of carrying out the
project, there shall be available—

“(A) from the Federal Hospital Insurance
Trust Fund $4,000,000 for each of fiscal
years 1987, 1988, and 1989, and

“(B) from the Federal Supplementary
Medical Insurance Trust Fund $3,500,000
for fiscal year 1989,

“(4) Not less than 90 percent of the
amount appropriated for any fiscal year to
carry out the project shall be used to fund
grants to, and cooperative agreements with,
non-Federal entities to conduct the activi-
ties described in paragraph (1). The remain-
der may be used by the Secretary to provide
for such activities by Federal entities and
for administrative costs.

*(5) The project shall be administered by
the National Center for Health Services Re-
search and Health Care Technology estab-
lished under section 305 of the Public
Health Service Act (in this subsection re-
ferred to as the ‘Center’). The Center shall

establish application procedures for grants
and cooperative agreements, and shall es-
tablish peer review panels to review all such
applications and all research findings. The
Center shall consult with the council on
health care technology (established under a

grant under section 309 of the Public
Health Service Act) in establishing the
scope and priorities for the project and shall
report periodically to such council on the
status of the activities conducted under the
project.

*“(6) The Secretary shall make available
data derived from the programs under this
title and other programs administered by
the Secretary for use in the project.

*(T) The Center shall report to the Con-
gress not later than 18 months after the
date of the enactment of this Act, and annu-
ally thereafter, with respect to the findings
under the project. In cooperation with ap-
propriate medical specialty groups, the
Center shall disseminate such findings as
widely as possible, including disseminating
such findings to each peer review organiza-
tion which has a contract under part B of
title XI1.”.

(b) PERMITTING SERVICES To BE PROVIDED
UNDER RESEARCH ProGraM.—Section
1862(aX1) of such Aet (42 TU.S.C.
1395y(a)1)) is amended—

(1) by striking and” at the end of sub-
paragraph (C),

(2) by striking the semicolon at the end of
subparagraph (D) and inserting *, and”, and

(3) by adding at the end the following new
subparagraph:

“(E) in the case of research conducted
pursuant to section 1875(c), which is not
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reasonable and necessary to carry out the
purposes of the section;”.
TITLE III-NATIONAL MEDICAL
EXPENDITURE SURVEY.
SEC. 301. NATIONAL MEDICAL  EXPENDITURE
SURVEY.

Part A of title XI of the Social Security
Act is amended by adding at the end thereof
the following new section:

“NATIONAL MEDICAL EXPENDITURE SURVEY

“SEec. 1138. (a) Commencing in fiscal year
1987, and commencing every tenth fiscal
yvear thereafter, the Secretary, through the
National Center for Health Services Re-
search and Health Care Technology Assess-
ment, shall conduct a survey to evaluate the
impact, during the ten-fiscal-year period im-
mediately preceding the fiscal year in which
the survey is commenced, of expenditures
for health care under programs carried out
by the Health Care Financing Administra-
tion and other entities of the Department of
Health and Human Services on the costs, fi-
nancing, and utilization of health care serv-
ices in the United States. The survey shall
include information on such impact for all
groups within the United States population,
including individuals receiving Ilong-term
care services.

“(bX1) To carry out this section, there
shall be made available—

“(A) for fiscal year 1987, $16,000,000,

*“(B) for fiscal year 1988, $12,000,000, and

“(C) for fiscal year 1989, $6,000,000,
from amounts available for such fiscal year
under section 2113 of the Public Health
Service Act.

*(2) The provisions of paragraph (1) shall
not be construed as reducing or affecting
any amount reqguired, under any other pro-
vision of the Public Health Service Act, to
be made available for any fiscal year from
amounts available for such fiscal year under
section 2113 of such Act.”.@
® Mr. HEINZ. Mr. President, I am
pleased to join Senator DURENBERGER
today in introducing the Medicare In-
formation Act of 1986. This bill is de-
signed to improve the scope of infor-
mation available to policy makers on
the medical and economic factors af-
fecting Medicare.

On April 17, 1, along with Senator
DURENBERGER and a number of other
Senators, introduced S. 2331, the Med-
icare Quality Protection Act. This bill
responds to the many problems with
quality of care that are developing
under PPS by refining the DRG's, im-
proving patients' rights and informa-
tion about PPS, improving quality as-
surance in hospital and post-hospital
settings, and ensuring greater access
to post-hospital care. The Medicare In-
formation Act complements S. 2331 by
addressing three major gaps in our
knowledge about health care delivery
to Medicare’s 31 million beneficiaries:

First, the effects of the prospective
payment system [DRUG’s] on quality
and access to care; second, the vari-
ations in medical practice and their
implications for health outcomes, such
as mortality, morbidity and quality of
life; and third, expenditures on health
care by beneficiaries and their effects
on such outcomes as access to care,
utilization of services and health care
status. The Medicare Information Act

13715

requires that the Department of
Health and Human Services [DHHS]
make specific improvements in the col-
lection, analysis and timely dissemina-
tion of data on these issues and that
certain studies be conducted to plug
the major holes in our knowledge of
what is happening under the Medicare
Program. These bills together should
provide a firmer foundation upon
which we can base reforms of the
Medicare Program.
WHY IS THE MEDICARE INFORMATION ACT
NECESSARY?

On June 3, 1986, the Senate Finance
Committee held a hearing on quality
of care under Medicare's prospective
payment system. The committee
heard from a most distinguished set of
health care researchers as well as from
experts from the General Accounting
Office, the Prospective Payment As-
sessment Commission and the Office
of Technology Assessment. The wit-
nesses were unanimous in concluding
that we have almost no systematic in-
formation on the effects of prospec-
tive payment on quality of care or on
beneficiaries’ access to care. Even in-
formation on the effects of PPS on
Medicare financing and expenditures—
inherently easier to measure than
quality and access—is woefully inad-
equate.

For a program affecting 31 million
beneficiaries and costing more than
$75 billion in 1986, we in the Congress
and the administration are operating
under a veil of ignorance about the
most important effects on those whom
Medicare serves: the quality of the
care it delivers; the availability of that
care; and the appropriateness of where
that care is delivered.

This finding followed on the heels of
the Senate Aging Committee's 16-
month investigation into quality of
care under Medicare's PPS. From this
investigation, we learned that DRG's
are driving patients out of hospitals
quicker and sicker than under the
prior system of reimbursement. In ad-
dition, we learned that post hospital
services feel the strain of patients
needing greater levels of care. None-
theless, when it comes to quantifying
access, cost and quality, we learned
that we are lacking the necessary
numbers and analysis. This lack of in-
formation was systematically docu-
mented by both the Office of Technol-
ogy Assessment and the General Ac-
counting Office in reports prepared at
my request as chairman of the Senate
Special Committee on Aging.

The most troubling aspect of the
OTA and GAO findings is that
throughout the Senate Aging Commit-
tee’s investigation, HCFA was telling
Medicare beneficiaries and the Con-
gress that everything was fine, that
Medicare's new payment system was
having no adverse effects on quality
and access to care. As both GAO and
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OTA have established however, HCFA
does not have the information to con-
clude anything about the eifects of
PPS. For the most basic of questions
that we are asking about the quality
of care available to Medicare’s 31 mil-
lion beneficiaries, we have no defini-
tive answers: we do not know, for ex-
ample, whether the several thousand
cases of premature discharge identi-
fied by Inspector General Kusserow
represent “the tip of the iceberg, or an
ice cube floating on the surface of the
Ocean;” we do not know whether Med-
icare patients who have multiple ail-
ments and are thus likely to be “DRG
losers” for hospitals are being admit-
ted or turned away from hospital
doors; we do not know whether the
quality of services within the hospital
has improved or deteriorated under
PPS. In short, we are operating with-
out the information necessary to
assess what is happening.

Faced with mounting evidence of de-
teriorating quality of care under Medi-
care, we cannot be sure whether these
problems are attributable to PPS or
other changes in the Medicare Pro-
gram and our health care system as a
whole. Without that information, we
have no way of determining what
would happen under a variety of possi-
ble Medicare changes, such as placing
outpatient services under DRG’s, or
going to prospective payment for
skilled nursing and home health care.
As policymakers, we are seriously
hampered in our ability to make
changes that will produce predictable
outcomes, We are operating in the

dark, at peril of pulling the wrong
strings.

The June
hearing also underscored the need for
intensified Federal research efforts on
the effects of medical practice vari-

3 Finance Committee

ations on health care outcomes, in-
cluding morbidity, mortality, and the
quality of life. Medicine is a very sub-
jective profession, which cannot be re-
duced to cookbook certainty. Research
has documented that medical services
provided for a given health status vary
very widely from place to place. For
example, the probability that a
woman will undergo a hysterectomy
before she reaches age 75 varies from
less than 15 percent to well over 60
percent depending solely on what part
of the country she lives in. Similarly,
the chances that a man will have a
prostatectomy by age 75 vary from a
low of about 15 percent to well over 50
percent in different hospital market
areas. What we do not know is how
such practice variations affect health
care outcomes. Nor do we have a very
good handle on how to measure such
outcomes as quality of life.

These limitations in our ability to
determine what is good medical care

are also addressed by the Medicare In-
formation Act. Under this bill, the
Secretary of HHS will be required to
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establish a comprehensive program to
provide for an assessment of the ap-
propriateness—based on both medical
and social criteria—of hospital admis-
sions and discharges for selected medi-
cal conditions experienced by Medi-
care patients. The Secretary will be re-
quired to give priority to those medical
and surgical treatments and proce-
dures for which existing data indicate
a highly variable pattern of utilization
by beneficiaries and which are signifi-
cant to the Medicare Program in
terms of utilization, length of hospital-
ization, costs to the program and relat-
ed factors.

Finally, the Medicare Information
Act requires that HHS conduct a na-
tionwide mediecal expenditure survey
at least once a decade, beginning in
fiscal year 1987. The last such survey
was completed in 1977, and the data
have had to be trended forward to pro-
vide necessary information for basic
policy decisions about Medicare and
other Federal health care programs.
Our legislation will provide for a much
more solid statistical data base for the
study of Federal health policy and the
development of new reforms.

This is a technical yet very neces-
sary initiative, Mr. President. I urge
my colleagues to join us in cosponsor-
ing this legislation.e
® Mr. PROXMIRE. Mr. President, the
legislation which we are introducing
today—the Medicare Information
Act—is an important step forward in
assuring that Congress has the neces-
sary information on which to base
health policy decisions for the decade
ahead.

The Medicare Information Act will
help in three important ways.

First, this legislation will set in place
information systems that will enable
us to evaluate not only the cost, but
the quality of care, implications of the
DRG prospective payment system.

Second, this bill will authorize re-
search into the health care outcomes
of medical procedures commonly used
by Medicare beneficiaries, thereby
providing new and important informa-
tion regarding the bottom line of med-
ical care: how well it works. This title
of the bill builds upon legislation I in-
troduced several months ago—S.
2114—and will require the Department
of Health and Human Services to es-
tablish an ongoing look at those fac-
tors affecting quality of patient care.

And, finally, title IITI of the bill rec-
ognizes the need for updating our na-
tional data base on the cost of health
care and the impact of Federal health
policy. That data base has not been
updated since 1977 despite the treme-
dous changes that have taken place in
the delivery and financing of health
care in both the publie and private sec-
tors of our economy. This title fully
incorporates my bill—S. 2167—which
assures that the new nationwide
survey, known as the National Medical
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Expenditure Survey, will proceed in
fiscal year 1987 as originally sched-
uled.

REFOCUSING MEDICARE'S PRIORITIES

Mr. President, in the last decade the
health care delivery system in this
country has turned upside down.

There has been a dramatic change in
the private sector. Beginning with the
trend toward self-insurance by major
employers in the late seventies, the
key development has been the emer-
gence of price competition in a field
where discussions of cost were once
considered undignified. A whole new
array of organizational structures
have come into being, such as pre-
ferred provider organizations [PPO’s],
older structures have taken off, such
as the whopping 20-percent-plus
growth in HMO enrollment for the
last few years, and the site of delivery
of health care has strikingly shifted
from the hospital to ambulatory surgi-
cal centers, to walk-in medical centers
in shopping malls and even to the
home.

Medicare has mirrored these devel-
opments and trends. In the eighties
Medicare has pursued two major poli-
cies.

The first has been the move away
from cost-based reimbursement for in-
patient hospital care and the estab-
lishment of a prospective payment
system, setting a price list in advance,
for payment of patient care, based
upon the diagnosis of the patient.

The second, which is still in its first
year of implementation, is the certifi-
cation of health maintenance organi-
zations [HMO’s] for enrollment of
Medicare beneficiaries.

Both of these initiatives, while con-
ceptually different, share certain
common features. They both:

Set the amount of payment in ad-
vance of the provision of service,
thereby, sharing the financial risk of
high-cost treatments with the health
care provider.

Cluster services for the payment of
treatment, lessening the cost inflation
of the old system where every aspirin
could be billed separately.

Encourage managerial and clinical
efficiency in the use of expensive, and
often scarce, medical resources.

This has been a welcome change in
incentives and the hospital industry,
in particular, has responded to the
challenges of the prospective payment
system with uncharacteristic vigor.

But the dimensions of the response
to the DRG payment system have
been a mixed blessing. Our intention
was to wring the fat out of the system
and provide incentives for efficiency.
That seems to be working well.

Yet there are continuing and dis-
turbing reports of Medicare benefici-

aries being discharged prematurely.
Other beneficiaries find that, even
when discharged appropriately, Medi-
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care's posthospital benefit structure—
home health care and skilled nursing
facility care—has not been redesigned
to meet the new continuity of care
needs they face.

And against the background of these
complaints is the certain knowledge
that incentives for efficiency can all
too quickly become incentives for un-
derservice and that the drive for cost
containment can all too rapidly erode
both quality of care and access for the
sickest of Medicare beneficiaries and
those with chronic, and expensive,
continuing care needs.

This is particularly alarming for the
Medicare population, whose members
are often fragile and extremely vulner-
able in their later years. They cannot
simply be left to fend for themselves
as some would have them do. The Fed-
eral Government has an obligation to
them not only to pay for the Medicare
benefit package but to actively assist
them in securing access to care and as-
suring the quality of that care.

And the need to refocus Medicare's
priorities—to quality of care and
access—as well as cost containment is
the motivating force behind this bill.

WHAT NEEDS TO BE DONE?

Mr. President, part of the over-reac-
tion to the DRG system by the health
care system has been based upon a
misunderstanding, by beneficiaries
and hospital personnel alike, of the
nature of the system. That is why I in-
troduced legislation, on Medicare's
20th anniversary last year, to establish
a Medicare patient bill of rights,
which has subsequently been adopted

by Medicare and distributed to our Na-
tion's hospitals. This type of consumer
information is crucial and the Depart-
ment needs to be more active in edu-

cating beneficiaries regarding the
DRG system. But consumer informa-
tion is not the entire answer and the
Medicare Information Act proposes
three important steps.

First, the Congress needs to follow
the recommendations of the Office of
Technology Assessment and the Gen-
eral Accounting Office, embodied in
title I of our bill, to establish the data
systems that will enable us to evaluate
any perceived changes in quality of
care. For example, to what extent are
changes in quality of care reflective of
inadequate inpatient care or the fail-
ure of the posthospital care system—
once the patient is out the door—to
meet their continuing needs?

We also need to continue to require
hospital cost reports for the near
future not only to determine whether
hospitals are profiting under the DRG
system but also to provide us with an
ability to document those classes of
hospitals—for example, teaching insti-
tutions, small hospitals or rural hospi-
tals, disproportionate share hospi-
tals—which might be unduly disadvan-
taged under the current DRG pay-
ment configuration and pinpoint
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future modifications in DRG pay-
ments.

While we do not want to protect hos-
pitals from the possibility of losses, it
is clear that the payment structure
must be reasonable if we are to keep
the incentives of the system in bal-
ance.

Second, as I pointed out in my state-
ment of February 27, 1986, introducing
S. 2114, Dr. Jack Wennberg of Dart-
mouth University has documented tre-
mendous variations, across the coun-
try, and between individual communi-
ties just a few miles apart, in the rates
at which certain medical procedures
are performed.

While part of that variation may re-
flect differences in age, sex, severity of
illness, patient or physician prefer-
ences, the differences are so signifi-
cant that they are highly disturbing.
They represent very different commit-
ments of expensive, and often scarce,
medical resources, yet we have little
information on whether there is any
real difference for the patient, which
is the bottom line. Are health out-
comes better in areas with higher
rates of hysterectomies or prostatecto-
mies? Do patients live longer, have
fewer complications, fewer days of dis-
ability, a higher quality of life? The
answer is that we simply do not know.
And we need to find out both to assure
quality of care for Medicare benefici-
aries and to assure the integrity of the
Medicare trust fund.

Title II of our bill builds upon my
legislation, S. 2114, and directs the De-
partment to establish a patient out-
come assessment project at the level
of the Assistant Secretary for Plan-
ning and Evaluation as well as direct-
ing the National Center for Health
Services Research to fund individual
projects in this area.

Third, the Medicare Information Act
incorporates, in its entirety, my bill—
S. 2167—which I introduced on March
10 of this year. Contained in title III
of the bill we are introducing today.
these provisions require the Depart-
ment to conduct, at least once a
decade, beginning in fiscal year 1987, a
nationwide survey of health care costs
and expenditures.

This data provides the basis for all
cost estimates of the Congressional
Budget Office and the Office of Man-
agement and Budget. Currently, they
are relying upon data from the last
survey, conducted in 1977, which they
attempt to trend forward to reflect
health care costs today.

But in attempting to model the costs
of a catastrophic care program, which
are very dependent upon the number
of individuals currently ensured
against catastrophic costs or the
degree of their coverage, it is difficult
to use decade-old data trended for-
ward.

There are a host of issues for which
this survey will be invaluable and 1
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urge those interested in the survey's
potential importance to health policy
decisionmaking to review my introduc-
tory statement accompanying S. 2167
on March 10. As part of that state-
ment I included the research plan for
the National Medical Expenditure
Survey which pinpoints its policy ap-
plications.
CONCLUSION

Mr. President, taken together, these
three initiatives will enable us to ad-
dress the important questions of qual-
ity of care and access raised by the
DRG prospective payment system,
better assess the effectiveness of alter-
native medical procedures that are
used by Medicare beneficiaries and im-
prove our ability to predict the costs,
the savings and the cost-shifting impli-
cations of Federal cost containment
policies of the nineties.@

ADDITIONAL COSPONSORS

S. 519
At the request of Mr. Evans, the
name of the Senator from Missouri
[Mr. EacLETON] was added as a cospon-
sor of S. 519, a bill to require a study
of the compensation and related sys-
tems in executive agencies, and for
other purposes.
5. 1917
At the request of Mr. BRADLEY, the
name of the Senator from Maine [Mr.
CoHEN] was added as a cosponsor of S.
1917, a bill to amend the Foreign As-
sistance Act of 1961 to provide assist-
ance to promote immunization and
oral rehydration, and for other pur-
poses.
S. 2050
At the request of Mr. METZENBAUM,
the name of the Senator from Con-
necticut [Mr. WEICKER] was added as a
cosponsor of S. 2050, a bill to notify
workers who are at risk of occupation-
al disease in order to establish a
system for identifying and preventing
illness and death of such workers, and
for other purposes.
5. 2103
At the request of Mr. McCLURE, the
name of the Senator from Oklahoma
[Mr. NickLEs] was added as a cospon-
sor of S, 2103, a bill to clarify the ap-
plication of the Clayton Act with re-
spect to rates, charges, or premiums
filed with State insurance depart-
ments or agencies.
8. 2282
At the request of Mrs. HAWKINS, the
name of the Senator from South Caro-
lina [Mr. THURMOND] was added as a
cosponsor of S. 2282, a bill to establish
a national advanced technician train-
ing program utilizing the Nation's eli-
gible colleges to expand and improve
the supply of technicians required by
industry and national security in stra-
tegic, advanced, and emerging technol-
ogy in order to increase the productivi-
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ty of the Nation's industries, to con-
tribute to the self-sufficiency of the
United States in emerging technology,
and to improve the competitiveness of
the United States in international
trade, and for other purposes.
8. 2533
At the request of Mr. DixonN, the
name of the Senator from Illinois [Mr.
Simon] was added as a cosponsor of S.
2533, a bill to amend the Food Stamp
Act of 1977 and the Temporary Emer-
gency Food Assistance Act of 1983 to
alleviate hunger among the homeless
by improving certain nutrition pro-
grams and for other purposes.
SENATE JOINT RESOLUTION 314
At the request of Mr. D'AmaTo, his
name was added as a cosponsor of
Senate Joint Resolution 314, a joint
resolution to designate the week be-
ginning July 27, 1986, as “National Nu-
clear Medicine Week."”
SENATE JOINT RESOLUTION 355
At the request of Mr. Lowg, the
names of the Senator from Kansas
[Mr. DoLe], the Senator from Rhode
Island [Mr. PeLLl, the Senator from
Idaho [Mr. McCLUuRrel, the Senator
from Michigan [Mr. Ri1EcLE], the Sen-
ator from New Jersey [Mr. LAUTEN-
BERG], the Senator from South Dakota
[Mr. AspNoR], the Senator from South
Carolina [Mr. HoLLIiNGs], the Senator
from Texas [Mr. BENTSEN], the Sena-
tor from Oklahoma [Mr. NickLEs], the
Senator from Mississippi [Mr. STEN-
nis], the Senator from North Dakota
[Mr. Burbpick], the Senator from Ten-
nessee [Mr. Gorel, the Senator from
Alaska [Mr. StevEnsl, the Senator
from Alaska [Mr. MurkowsKi], the
Senator from Massachusetts [Mr.
KEerrY], the Senator from Nebraska
[Mr. ZorINSKY], and the Senator from
Georgia [Mr. NuNN] were added as co-
sponsors of Senate Joint Resolution
355, a joint resolution to designate
August 1986 as “Cajun Music Month.”
SENATE JOINT RESOLUTION 356
At the request of Mr. MaTHIAS, the
names of the Senator from Vermont
[Mr. LEaHY], the Senator from Virgin-
ia [Mr. WaRrNER], the Senator from
Tennessee [Mr. Gorgl, and the Sena-
tor from Iowa [Mr. GrAssSLEY] were
added as cosponsors of Senate Joint
Resolution 356, a joint resolution to
recognize and support the efforts of
the U.S. Committee for the Battle of
Normandy Museum to encourage
American awareness and participation
in development of a memorial to the
Battle of Normandy.
SENATE CONCURRENT RESOLUTION 24
At the request of Mr. MATTINGLY,
the name of the Senator from South
Carolina [Mr. THUrRMOND] was added
as a cosponsor of Senate Concurrent
Resolution 24, a concurrent resolution
to direct the Commissioner of Social
Security and the Secretary of Health
and Human Services to develop a plan
outlining the steps which might be
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taken to correct the social security
benefit disparity known as the notch
problem .
SENATE RESOLUTION 424

At the request of Mrs. HAWKINS, the
name of the Senator from Kansas
[Mr. DoLE] was added as a cosponsor
of Senate Resolution 424, a resolution
commending Col. Ricardo Montero
Duque for the extraordinary sacrifices
he has made to further the cause of
freedom in Cuba, and for other pur-
poses.

AMENDMENT NO. 2077

At the request of Mr. KasTEN, the
name of the Senator from Alabama
[Mr. DENTON] Was added as a cospon-
sor of Amendment No. 2077 proposed
to H.R. 3838, a bill to reform the inter-
nal revenue laws of the United States.

SENATE CONCURRENT RESOLU-
TION 148—SENSE OF THE CON-
GRESS CONCERNING THE NU-
CLEAR DISASTER AT CHERNO-
BYL

Mr. SYMMS (for himself, Mr. Zor-
INSKY, Mr. DENTON, Mr. DANFORTH,
Mr. GrammM, Mr. ABDNOR, Mr. SIMPSON,
Mr. McCLURE, Mr. Laxavrt, and Mr.
HecHT) submitted the following con-
current resolution; which was referred
to the Committee on Agriculture, Nu-
trition, and Forestry:

S. Con. REs. 148

Whereas the nuclear plant explosion at
Chernobyl in the Soviet Union may have re-
sulted in radiation contamination of food
and livestock in many areas of the Soviet
Union and Europe;

Whereas the United States in the past has
provided assistance to countries that have
experienced natural or manmade disasters;

Whereas the people of the affected coun-
tries who have suffered the loss of livestock
and crops as the result of the disaster at
Chernobyl require a safe and adequate food
supply in order to live and maintain human
dignity;

Whereas the United States has at its dis-
posal the means to provide food assistance
to those people; and

Whereas the Secretary of Agriculture is
vested with a number of autherities to pro-
mote and assist the commercial sale of live
dairy cows and dairy beef products to for-
eign countries: Now, therefore, be it

Resolved by the Senate the House of Rep-
resentalives concurring), That it is the
sense of Congress that—

(1) dairy cattle designated to be slaugh-
tered under the so-called Whole Herd Dairy
Buyout program of the Department of Agri-
culture, instead of being slaughtered, should
be supplied to the people of the affected
countries to replace stocks of dairy cattle
contaminated as the result of the disaster at
Chernobyl through commercial sales and
under such programs as are available to the
Secretary of Agriculture;

(2) any Commodity Credit Corporation
feed grain stocks required to feed dairy
cattle supplied to the affected countries
should be made available to such countries
through commercial sales and under such
programs as are available to the Secretary
of Agriculture; and
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(3) any beef generated from the slaughter

of cattle under the so-called Whole Herd
Dairy Buyout program should be made
available to such countries through com-
mercial sales and under such programs as
are available to the Secretary of Agricul-
ture.
@ Mr. SYMMS. Mr. President, I send
to the desk a concurrent resolution en-
couraging the Secretary of Agriculture
to use beef and live dairy cows made
available from the Dairy Buyout Pro-
gram to meet the demand for such
commodities caused by the Chernobyl
nuclear disaster in the Soviet Union.

Amerieca's beef industry is in dire
straits. Floods of cheap imported
meat, expensive farm credit, poor land
management policies (on government
grazing lands) and already low prices
have over the last few years left cattle-
men grasping for survival. the Whole-
Herd Dairy Buyout Program recently
enacted by this Congress is the final
blow, threatening to cripple America’s
domestic beef industry for years to
come. Millions of pounds of red meat
have been dumped on the market by
the slaughter of dairy cows under this
program.

The least Congress and this Nation
owes cattlemen is to find a market for
this surplus. This resolution recog-
nizes the demand for beef and dairy
products that was created by the
Chernobyl disaster, and that the Sec-
retary of Agriculture has authority to
direct some of America’s surplus in
these commodities toward meeting
that demand.

I'd like to thank the Senate leader-
ship, on the majority and minority
sides, and the good leadership of the
Senate Agriculture Committee for
their assistance in developing the leg-
islation.e
e Mr. HELMS. Mr. President, this
concurrent resolution aims at solving
two problems in one stroke. On one
hand, it seeks to provide assistance to
persons whose food supply has been
affected by the Chernobyl nulcear ac-
cident. On the other, it aims to reduce
the burden placed upon cattle markets
by the Dairy Termination Program.

I am all in favor of the approach em-
bodied in this resolution. However, I
do have some concerns.

Under current USDA export sales
promotion programs, there is no use of
direct subsidies for the Soviet Union.
This is wise policy, for I do not believe
the American people would stand for
the use of their tax dollars to subsidize
the Kremlin and its operations.

In addition, I can understand why
we might want to provide food to
those affected within the Soviet Union
by the Chernobyl accident. However,
there is no guarantee that if we were
to provide food to the Soviet Govern-
ment, it would be used to assist those
affected by the accident. Rather, it is
probably just as likely that the food
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will be used to feed the Soviet occupa-
tion troops in Afghanistan.

In light of these concerns, I would
hope that this concurrent resolution
would not be construed as supporting
the use of export subsidies for the
Soviet Union.

What are the intentions of the Sena-
tor from Idaho, Senator Symwms, in
this regard?

Mr. SYMMS. Mr. President, for the
Recorp, I would like to make clear
that this concurrent resolution does
not address the issue of export subsi-
dies for the Soviet Union, nor seek to
change the current policy of making
such subsidies available to the Soviets.

Mr. HELMS. I thank the Senator for
his clarification of the intent behind
this concurrent resolution.e

SENATE RESOLUTION 427—REC-
OGNIZING JUNE 13, 1986, AS
NEW MEXICO IS A STATE DAY

Mr. DOMENICI (for himself and
Mr. BincaMaN) submitted the follow-
ing resolution; which was considered
and agreed to:

S. REs. 427

Whereas New Mexico was admitted to the
Union on January 6, 1912;

Whereas New Mexico is the site of the
most diverse and extensive remains of an-
cient American cultures;

Whereas New Mexico is the home of the
oldest European settlements in the Union;

Whereas three unique and independent
cultures thrive together within the borders
of New Mexico, exemplifying the essence of
our Union;

Whereas New Mexico has the largest pro-
portion of Native Americans of any state in
the Union;

Whereas New Mexico is the home of many
natural wonders, closely identified with our
Union's heritage, such as the Carlsbad Cav-
erns, White Sands of Alamogordo and the
lava flows of El Malpais;

Whereas New Mexico is the home of nu-
merous man-made wonders closely identi-
fied with the Union, such as the ancient
ruins of Chaco Canyon, Bandelier National
Park, Gila cliff dwellings, the Pueblos of the
Rio Grande Valley, and the Santa Fe Trail;

Whereas New Mexico is the home of such
unigquely American events as the Hot Air
Balloon Fiesta and the landing of the Space
Shuttle Columbia;

Whereas New Mexico has contributed
such diverse American personalities to our
Union’s heritage as Kit Carson, Billy the
Kid, Smokey the Bear, the first men to
cross the Atlantic Ocean in a balloon—Ben
Abruzzo, Maxie Anderson, and Larry
Newman, the world renowned artist Georgia
O’'Keefe, former astronaut Harrison “Jack™
Schmitt, and hotel magnate Conrad Hilton;

Whereas New Mexico has made extraordi-
nary contributions to the defense of the
Union in the past, including the diligent
work of our citizens to the Manhattan
Project, the unrivaled talents of the Navajo
code-talkers in World War II, and the brave
lives lost at the Bataan Death March in
World War II;

Whereas New Mexico stands in the fore-
front of our nation's defense today through
the efforts of its citizens at Los Alamos Na-
tional Laboratories, White Sands Missile
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Range, Sandia National Laboratories, Hollo-
man Air Force Base, Cannon Air Force
Base, and Kirtland Air Force Base: Now,
therefore, be it

Resolved by the Senale of the United
States of America in Congress assembled,
that June 13, 1986 is recognized and ac-
knowledged as “New Mexico is a State Day."”
and;

Resolved further, that the Secretary of the
Treasury and the Secretary of State each be
sent a copy of this resolution.

AMENDMENTS SUBMITTED

TAX REFORM ACT OF 1986

HAWKINS (AND DECONCINI
AMENDMENT NO. 2078)

(Ordered to lie on the table.)

Mrs. HAWKINS (for herself and Mr.
DeConciNI) submitted an amendment
intended to be proposed by them to
the bill (H.R. 3838) to reform the in-
ternal revenue laws of the United
States; as follows:

On page 1744, between lines 5 and 6,
insert the following new section:

SEC. .SENSE OF THE SENATE RELATING TO RESI-
DENTIAL SOLAR ENERGY TAX INCEN-
TIVES,

(a) FinNDINGS.—The Senate finds that—

(1) the development of a domestic solar
energy industry is an important factor in
the nation's future energy security,

(2) the United States must maintain its
preeminent position in the eommercial de-
velopment and sales of solar thermal and
electric technologies,

(3) more than 25,000 people nationwide
have lost their jobs and over 80 percent of
the solar manufacturers have closed down
due to the precipitous expiration of the
solar energy residential and commercial tax
credits,

(4) over B0 percent of solar sales have
been in the residential sector which has im-
mediate impact on the personal energy secu-
rity of the American publie,

(5) all of the conventional forms of energy
receive and have retained tax incentives in
the tax deliberations in the House and
Senate,

(6) the United States solar industry is one
of the first industries to embrace tax reform
and to ask for an orderly phaseout of tax in-
centives, and

(7) the United States must not permit the
continued collapse of the solar industry due
to tax inequities.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that the Senate conferees, if
appropriate, support an orderly three-year
phaseout of the residential solar energy tax
incentives.

METZENBAUM AMENDMENT NO.
2079

Mr. METZENBAUM proposed an
amendment to the bill H.R. 3838,
supra; as follows:

On page 1808, strike out line 15, and insert
in lieu thereof “subparagraph (C) or (D)"

On page 1808, beginning with line 16,
strike out all through page 1810, line 13,

and redesignate accordingly.
Insert at the appropriate place:
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The Secretary of Treasury is authorized
to issue regulations that permit family
farmers to use income averaging to the
extent that such regulations will not reduce
revenues more than the revenue raised
under this amendment as determined by the
Joint Committee on Taxation.

WILSON (AND OTHERS)
AMENDMENT NO. 2080

(Ordered to lie on the table.)

Mr. WILSON (for himself, Mrs.
HawkiIns and Mr. MaTHIAS) submitted
an amendment intended to be pro-
posed by Mr. WiLson to the bill H.R.
3838, supra; as follows:

At the appropriate place in the amend-
ment, add the following new title and
amend the Table of Contents appropriately:

“TITLE —UNITARY TAX REPEALER

“Sec. 01. This title may be cited as the
‘Unitary Tax Repealer Act of 1986’".

“Sec. 02. Chapter 77 of the Internal Rev-
enue Code of 1954 (relating to miscellaneous
provisions) is amended by adding at the end
thereof the following new section:

“SEC. 7318, STATE TAXATION OF FOREIGN INCOME.

*(a) StaTE Usg oFf WoORLDWIDE UNITARY
MeTHOD PROHIBITED.—No State shall impose
income tax on any taxpayer on a worldwide
unitary basis, unless:

*(1) the taxpayer materially fails to
comply with the requirements of section
6039A or with the legal or procedural re-
quirements of the income tax laws of such
State; or

*(2) neither the taxpayer nor the govern-
ment of the relevant foreign country pro-
vides to such State, within a reasonable
period after proper request, material infor-
mation relating to the determination of the
income of the taxpayer on transactions be-
tween the taxpayer (or any related corpora-
tion described in section (¢)(2)) and any cor-
poration not described in section (eX2)
which is a member of the same controlled
group of corporations as the taxpayer.

Notwithstanding the foregoing, this subsec-
tion shall not preclude any State from per-
mitting a taxpayer to be taxed on a world-
wide unitary basis pursuant to an uncondi-
tional election by such taxpayer.

*(b) STATE TAxXATION OF FOREIGN-SOURCE
DivipenDs.—No State shall require the in-
clusion in the income base upon which State
income tax of a corporation is calculated of
more than an equitable portion of any divi-
dend received from another corporation,
other than a corporation described in sec-
tion (eX2) (A) through (E). For purposes of
this subsection (b), a State shall not be con-
sidered to include in the income base more
than an equitable portion of dividends de-
scribed in the preceding sentence if it—

“(1) excludes from the income base at
least 85 percent of such dividends;

*(2) excludes from the income base the
portion of the dividend that effectively
bears no Federal income tax after applica-
tion of the foreign tax credit; or

*(3) adopts a method of taxation that,
considering all the facts and circumstances,
results in an equitable apportionment of the
dividend to the State substantially similar
to (1) or (2), pursuant to regulations to be
promulgated by the Secretary.

This subsection shall not apply to any tax
imposed on a dividend by the State of com-
mercial or legal domicile of the recipient.
This subsection shall not be construed to
permit State taxation of any dividend not
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subject to State taxation prior to enactment
of this section.

*(¢) DEFINITIONS.—

*(1) IncoME TAX.—For purposes of this sec-
tion, the term ‘income tax' shall include any
State franchise or other tax which is im-
posed upon or measured by the income of
the taxpayer.

“(2) WORLDWIDE UNITARY Basis.—For pur-
poses of this section, the term ‘worldwide
unitary basis’ means that in computing its
State income tax liability a corporation in-
cludes in the income base on which the tax
is calculated any share of the income of any
corporation other than a corporation that is
a member of the same controlled group of
corporations and is:

“(A) a domestic corporation (including a
corporation that has made an effective elec-
tion under section 936);

“(B) a corporation described in section
922;

*(C) a corporation organized in the Com-
monwealth of Puerto Rico, Guam, American
Samoa, or the United States Virgin Islands;

‘D) any foreign corporation if (i) such
corporation is subject to State income tax in
at least one State by virtue of its business
activities in that State, and (ii}(A) such cor-
poration has, assignable to 1 or more loca-
tions in the United States, at least
$10,000,000 in compensation payments made
by it for services rendered during its most
recent Federal taxable year, sales or pur-
chases of at least $10,000,000 to or from un-
related parties during its most recent Feder-
al taxable year, or property (other than
stock or securities of a corporation) with an
aggregate original cost of at least
$10,000,000, or (B) the average of the per-
centages of such corporation’s property
(based on its aggregate original cost), com-
pensation payments made for personal serv-
ices (determined for its most recent Federal
taxable year), and sales (determined for its

most recent Federal taxable year) that are
assignable to 1 or more locations in the
United States is at least 20 percent; or

“(E) any foreign corporation described in
subsection (eX3).

*(3) CERTAIN FOREIGN CORPORATIONS.—A
foreign corporation is described in this sub-
paragraph if such corporation—

“(A) is a member of a controlled group of
corporations that includes at least one re-
porting corporation (within the meaning of
section 6039A but determined without refer-
ence to this paragraph),

*“(B) either carries on no substantial eco-
nomic activity or makes at least

“(i) 50 percent of its sales,

“(ii) 50 percent of its payments for ex-
penses other than payments for intangible
property, or

“(iii) 80 percent of all of its payments for
EXpPEnses,
to one or more corporations that are de-
scribed in subparagraph (A) through (D) of
paragraph (2) and that are within the con-
trolled group of corporations referred to in
subparagraph (A) of this paragraph; and

“(C) under standards established in regu-
lations to be prescribed by the Secretary, is
not subject to substantial foreign tax on its
net income.

*(4) (CERTAIN DOMESTIC CORPORATIONS
TREATED AS FOREIGN C(‘JRPORATICINS.—FO]’ pur-
poses of paragraphs (2) and (3), a domestic
corporation shall be treated as a foreign cor-
poration if (i) such corporation has, assigna-
ble to 1 or more locations in the United
States, less than $10,000,000 in compensa-
tion payments made by it for services ren-
dered during its most recent Federal taxable
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year, sales or purchases of less than
$10,000,000 to or from unrelated parties
during its most recent Federal taxable year,
and property (other than stock or securities
of a corporation) with an aggregate original
cost of less than $10,000,000, and (ii) the av-
erage of the percentages of such corpora-
tion's property (based on its aggregate origi-
nal cost), compensation payments for per-
sonal services (determined for its most
recent Federal taxable year), and sales (de-
termined for its most recent Federal taxable
year) that are assignable to one or more lo-
cations in the United States is less than 20
percent.

*“(5) CoNTROLLED GROUP.—For purposes of
this section, the term ‘controlled group’ has
the same meaning as in section 6039A(c)4).

“(6) CERTAIN BANK BRANCHES.—For pur-
poses of this section, a domestic branch of a
foreign corporation shall be treated as a
separate corporation that is incorporated in
the United States if such branch is engaged
in the commercial banking business. For
purposes of the preceding sentence, a
branch is engaged in the commercial bank-
ing business if (i) the predominant part of
its business consists of receiving deposits or
making loans and discounts, and (i) it is
subject to supervision and examination by
State or Federal authorities having supervi-
sion over banking institutions. The Secre-
tary may issue regulations providing that
for purposes of this section domestic
branches of foreign corporations in other
specified industries shall be treated as sepa-
rate corporations ‘incorporated in the
United States.”.

“Sec. 03. Subpart A of part II1 of sub-
chapter A of chapter 61 of the Internal Rev-
enue Code of 1954 (relating to information
returns) is amended by adding immediately
after section 6039 the following section:
“SEC. 6039A. INFORMATION WITH RESPECT TO CER-

TAIN MULTISTATE AND MULTINATION-
AL CORPORATIONS.

“(a) GENERAL RULE.—A reporting corpora-
tion shall file, within 180 days of the due
date (including extensions thereof) of its
Federal income tax return for the taxable
year, a return disclosing information relat-
ing to its State income tax returns for State
taxable years ending with or within the tax-
able year of such corporation for Federal
income tax purposes. Such return shall in-
clude the reporting corporation’'s income
tax liability to each State in which it is
liable to pay income tax, its income subject
to tax in each State, the method of calcula-
tion by which the reporting corporation
computed and allocated its income subject
to tax by each State, each corporation in
which the reporting corporation, or any cor-
poration owning 50 percent or more of the
outstanding voting stock of the reporting
corporation, owns, directly or indirectly, at
any time during the reporting corporation's
taxable year, more than 20 percent of the
combined voting power of all classes of
stock entitled to vole and which, during the
reporting corporation’s taxable year, has en-
gaged in transactions with the reporting
corporation and its includible corporations
aggregating $1.000,000 or more., and such
other related information as the Secretary
may by regulation prescribe.

“{b) REPORTING BY RELATED CORPORA-
TIONS.

“(1) REPORTING BY COMMOCN PARENT OF AF-
FILIATED GrROUP.—If a reporting corporation
is a common parent of an affiliated group of
corporations, in filing the return required
by subsection (a) it shall include the infor-
mation described in subsection (a) with re-
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spect to each includible corporation in such
affiliated group. Such information shall be
filed for the State taxable year of each in-
cludible corporation ending with or within
the common parent corporation's taxable
year for Federal income tax purposes.

*(2) REPORTING ON BEHALF OF OTHER RELAT-
ED CORPORATIONS.—If a reporting corpora-
tion is a member of a controlled group of
corporations that includes a foreign corpo-
ration that is described in section 7518(c)(3)
but is not required to file a Federal income
tax return, then such foreign corporation
shall, for purposes of paragraph (1), be con-
sidered to be a member of an affiliated
group, of which such reporting corporation
is the common parent. The preceding sen-
tence shall not apply if the foreign corpora-
tion and such reporting corporation are in-
cluded in a return filed on behalf of an af-
filiated group pursuant to paragraph (1).

“(¢) DEFINITIONS.—

“(1) REPORTING CORPORATION.

“(A) IN GeNERAL.—For purposes of this sec-
tion, the term ‘reporting corporation’ means
a corporation that is required to file a Fed-
eral income tax return for the taxable year,
and that—

“(i) makes aggregate payments of at least
$10,000,000 as compensation for services
rendered outside the United States during
the taxable year;

“(ii) owns assets situated outside the
United States with an aggregate original
cost of at least $10,000,000;

“(iii) has gross sales occurring outside the
United States of at least $10,000,000 during
the taxable year; or

“(iv) is subject to tax in at least 2 States,
and owns total assets with an aggregate
original cost of at least $250,000,000, at least
$10,000,000 of which are located in the
United States.

The Secretary shall have authority at any
time to increase any dollar threshold set
forth in this paragraph, The allocation of
compensation payments, property, or sales
to or among foreign countries shall be deter-
mined under regulations prescribed by the
Secretary.

*{B) APPLICATION OF DEFINITION TO RELAT-
ED CORPORATIONS.—For purposes of applying
subparagraph (A) to related corporations—

“(i) compensation paid by, property owned
by, or sales made by members of an affili-
ated group of corporations shall be treated
as if paid. owned, or made directly by the
common parent corporation; and

“(ii) compensation paid by, property
owned by, or sales made by members of a
controlled group of corporations that are
not members of the same affiliated group of
corporations shall be consolidated and at-
tributed to each member of such controlled
group that is required to file a Federal
income tax return.

“(2) AFFILIATED GROUP.—For purposes of
this section, the term ‘affiliated group’
means one or more chains of includible cor-
porations connected through stock owner-
ship with a common parent corporation
which is required to file a Federal income
tax return for the taxable yvear if (A) stock
possessing more than 50 percent of the com-
bined voting power of all classes of stock en-
titled to vote of each of the includible cor-
porations (except the common parent corpo-
ration) is owned directly or indirectly by one
or more of the other includible corporations
within the affiliated group; and (B) the
common parent corporation owns directly
stock possessing more than 50 percent of
the voting power of all classes of stock enti-
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tled to vote of at least one of the other in-
cludible corporations.

*(3) INCLUDIBLE CORPORATION.—For pur-
poses of this section, with respect to any
taxable year, the term ‘includible corpora-
tion’ means—

“(A) any domestic corporation, other than
a corporation exempt from tax under sec-
tion 501,

“(B) any corporation incorporated in the
Commonwealth of Puerto Rico, Guam,
American Samoa or the United States
Virgin Islands,

“(C) any corporation defined in section
922,

“(D) any foreign corporation that is re-
quired to file a Federal income tax return
with respect to such taxable year, or

“(E) any other foreign corporation that is
described in section T518(e)(3).

“(4) CONTROLLED GROUP.—For purposes of
this section, the term ‘controlled group’ has
the meaning given to such term by section
26T(f)(1), except that the determination
shall be made without regard to section
1563(b)(2)C).

“(5) CERTAIN BRANCHES TREATED AS SEPA-
RATE CORPORATIONS.—For purposes of this
section, a branch described in section
T518(c)6) shall be treated as a separate cor-
poration that is incorporated in the United
States.

*(d) Status oF RETURN.—If the informa-
tion return filed pursuant to subsection (a),
or any information reflected on such return,
is disclosed or made available to a State tax
agency (as defined in section 6103(d)(4XC)),
or to any common agency (as defined in sec-
tion 6103(d)(4)A)) in which a State partici-
pates, the return may thereupon be treated,
if and to the extent provided by the laws of
such State, as if originally filed with such
State for purposes of the imposition of civil
or criminal penalties under the laws of such
State for negligence, fraud, or a material
understatement of income or of tax liability.
Except as provided by the laws of the appli-
cable State, treatment of the information
return as a State return shall not extend or
otherwise affect any State statute of limita-
tions.

“(e) DoLLAR PENALTY FOR FaiLure To
CoMPLY.—

“(1) In GENERAL—If with respect to any
taxable year a reporting corporation fails to
comply substantially with the requirement
of subsection (a) on or before the due date
specified in subsection (a), such corporation
shall pay a penalty of $1,000.

“(2) INCREASE IN PENALTY WHERE FAILURE
CONTINUES AFTER NOTIFICATION.—If any fail-
ure described in paragraph (1) continues for
more than 90 days after the date on which
the Secretary mails notice of such failure to
the reporting corporation, such corporation
shall pay a penalty (in addition to the pen-
alty imposed by paragraph (1) or by any ap-
plicable State law) of $1,000 for each 30-day
period (or fraction thereof) during which
such failure continues after the expiration
of such 90-day period. The increase in pen-
alty under this paragraph shall not exceed
$24,000.

“(3) IMPOSITION OF PENALTIES UNDER STATE
LAW.—Nothing in this subsection shall pre-
clude any State from imposing any fines or
penalties for negligence, fraud, or under-
statement of income or of tax liability in ac-
cordance with the laws of that State.”.

“Sec. 04. Section 6103 of the Internal
Revenue Code of 1954 (relating to confiden-
tiality and disclosure of returns and return
information) is amended—

{1) by revising subsection (d) to read as
follows:
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“(d)
Etc.—

(1) IN cENErRAL.—Upon compliance with
the procedures and requirements of para-
graph 2, returns and return information
with respect to taxes imposed by chapters 1,
2, 6, 11, 12, 21, 23, 24, 31, 32, 44, 45, 51, and
52 and subchapter D of chapter 36, returns
described in section 6039A, and return infor-
mation obtained by the Internal Revenue
Service from any foreign government, or
agency or department thereof, under the
exchange of information provisions of any
income tax treaty, estate and gift tax treaty
or agreement described in section
274(h)}6)C), to which the United States is a
party, shall be open to inspection by, or dis-
closure to, any State tax agency for the pur-
poses of, and only to the extent necessary
in, the administration of the tax laws of a
State, including any procedures with respect
to locating any person who may be entitled
to a refund. Notwithstanding the preceding
sentence, return information obtained
under treaties or section 274(hX6XC) agree-
ments shall be open to examination or dis-
closure only to the extent such examination
or disclosure is permitted by, and shall be
subject to any limitation imposed by, the
relevant treaty or agreement. Returns and
return information described in this para-
graph (1) relating to any taxpayer that is a
reporting corporation (within the meaning
of section 6039A(cX 1)) or that is a member
of an affiliated group (within the meaning
of section 6039A(c)2)) that also includes
such a reporting corporation shall also be
open to inspection by or disclosure to any
common agency.

*(2) PROCEDURES AND RESTRICTIONS.—

“(A) PERSONS TO WHOM INFORMATION MAY
BE DISCLOSED.—Except as the Secretary shall
prescribe by regulation, inspection shall be
permitted, or disclosure made, under para-
graph (1) only upon written request by the
head of the State tax agency or common
agency, and only to the representatives of
such agency designated in such written re-
guest as the individuals who are to inspect
or to receive the returns or return informa-
tion on behalf of such agency. Such repre-
sentatives shall not include any individual
who is the chief executive officer of a State
or who is neither an employee or legal rep-
resentative of such agency nor a person de-
scribed in subsection (n). Returns and
return information shall not be disclosed
under paragraph (1) to the extent that the
Secretary determines that such disclosure
would identify a confidential informant or
seriously impair any civil or criminal tax in-
vestigation.

“{B) DISCLOSURE OF RETURNS AND RETURN
INFORMATION RELATING TO SECTION 6039A RE-
PORTING CORPORATIONS BY STATE TAX AGEN-
CIES, AND COMMON AGENCIES.—A State tax
agency or common agency obtaining returns
or return information that are described in
paragraph (1) and that relate to any taxpay-
er that is a reporting corporation (within
the meaning of section 6039A(c) 1)) or that
is a member of an affiliated group (within
the meaning of section 6039A(c)(2)) that
also includes such a reporting corporation,
may disclose such returns and return infor-
mation to a State tax agency of any other
State, provided the State tax agency of such
other State has entered into an applicabie
nondisclosure agreement with the Secretary
that satisfies the requirement of paragraph
(2UC).

*({C) NONDISCLOSURE AGREEMENT.—A State
tax agency or common agency obtaining re-
turns or return information that are de-
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scribed in paragraph (1) and that relate to
any taxpayer that is a reporting corporation
(within the meaning of section 6039A(c)1))
or that is a member of an affiliated group
(within the meaning of section 6039A(cX2))
that also includes such a reporting corpora-
tion shall be required to execute a nondis-
closure agreement with the Secretary pro-
hibiting the disclosure of such returns or
return information or of any data, informa-
tion or conclusion extracted from or based
upon such returns or return information
except for the purposes of and under the
conditions provided in this section. The re-
quired nondisclosure agreement shall con-
tain such terms and conditions as the Secre-
tary shall prescribe.

**(3) DISCLOSURE TO STATE AUDIT AGEN-
cies.—Returns or return information de-
scribed in paragraph (1) obtained by any
State tax agency may be open to inspection
by, or disclosure to, officers and employees
of a State audit agency for the purpose of,
and only to the extent necessary in, making
an audit of the State tax agency. Notwith-
standing the preceding sentence, return in-
formation obtained under a treaty or sec-
tion 274(h)X6XC) agreement shall not be
open to inspection by or disclosure to any
State audit agency.

“(4) DEFINITIONS.—

“(A) CommoN AGENcY.—For purposes of
this section, the term ‘common agency’
means a joint or common agency, body, or
commission which has been designated
under the laws of four or more States to
represent such States collectively in the ad-
ministration of the corporate income tax
laws of those States and which has executed
a nondisclosure agreement of the type de-
scribed in paragraph (dX2XC).

*(B) STATE TAX AGENCY.—For purposes of
this section, the term ‘State tax agency’
means any agency, body, commission or
other body charged under the laws of a
State with responsibility for the administra-
tion of State tax laws.

*(C) STATE AUDIT AGENCY.—For purposes of
this section, the term ‘State audit agency’
means any State agency, body, commission,
or entity which is charged under the laws of
the State with the responsibility of auditing
State revenues and programs.’.

“(2) by striking “subsection (eX1)XD)iii)"
in subsection (aX3) and inserting in lieu
thereof “paragraph (1) of subsection (d),
subsection (e} 1M D)iii)".

“(3) by striking “subsections (c)” in the
second sentence of subsection (pX3)A) and
inserting in lieu thereof “subsections (c),
(dx2xa).

“Sec. 05. The second sentence of section
274(hM6MCXi) of the Internal Revenue
Code of 1954 (relating to exchange of infor-
mation agreements) is amended to provide
as follows: “"Except as provided in clause (ii),
an exchange of information agreement shall
provide for the exchange of such informa-
tion (not limited to information concerning
nationals or residents of the United States
or the beneficiary country) as may be neces-
sary and appropriate to carry out and en-
force the tax laws of the United States
{(whether criminal or civil proceedings), the
tax laws of the beneficiary country and ir
the parties to the agreement agree, the tax
laws of the several States of the United
States, including information which may
otherwise be subject to nondisclosure provi-
sions of the local law of the beneficiary
country (such as provisions respecting bank
secrecy and bearer shares).”

“8Sec. 06. EFFecTIVE DATE.—The amend-
ments made by this Act, shall be effective
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for taxable years beginning after December
31, 1986.".

NOTICES OF HEARINGS

COMMITTEE ON ENERGY AND NATURAL
RESOURCES

Mr. DOMENICI. Mr. President, I
would like to announce for the infor-
mation of the Senate and the public,
that the Subcommittee on Energy Re-
search and Development of the Com-
mittee on Energy and Natural Re-
sources has made a time change to the
hearing on Monday, June 16, 1986, in
room SD-366 of the Senate Dirksen
Office Building, Washington, DC.

The hearing will begin at 12 noon
rather than at 1 p.m. as announced
earlier. Testimony will be received on
the second waste respository site selec-
tion under the Department of Ener-
gy's Office of Civilian Radioactive
Waste Management.

Those wishing to testify or submit
written statements for the hearing
record should write to the Committee
on Energy and Natural Resources,
U.S. Senate, Washington, DC 20510.
For further information regarding this
hearing, please contact Ms. Marilyn
Meigs or Mr. K.P. Lau at 202-224-
4431.

SUBCOMMITTEE ON PUBLIC LANDS, RESERVED
WATER AND RESOURCE CONSERVATION

Mr. WALLOP. Mr. President, I
would like to announce for the infor-
mation of the Senate and the public,
that a public hearing has been sched-
uled before the Subcommittee on
Public Lands, Reserved Water and Re-
source Conservation of the Committee
on Energy and Natural Resources on
Tuesday, June 24, 1986, at 2:30 p.m., in
room SD-366 of the Senate Dirksen
Office Building, Washington, DC.

Testimony will be received on the
following measures: S. 2522, to provide
standards for placement of commemo-
rative works on certain Federal lands
in the District of Columbia and its en-
virons; and H.R. 4378, to provide
standards for placement of commemo-
rative works on lands administered by
the National Park Service in the Dis-
trict of Columbia, and for other pur-
poses.

Those wishing to testify should con-
tact the Subcommittee on Public
Lands, Reserved Water and Resource
Conservation of the Committee on
Energy and Natural Resources, room
SD-308, Dirksen Senate Office Build-
ing, Washington, DC 20510. Oral testi-
mony may be limited to 3 minutes per
witness. Written statements may be
longer. Witnesses may be placed in
panels, and are requested to submit 25
copies of their testimony 24 hours in
advance of the hearing, and 50 copies
on the day of the hearing. For further
information, please contact Patty
Kennedy or Tony Bevinetto of the
subcommittee staff at (202) 224-0613
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ADDITIONAL STATEMENTS

DAMAGE DONE BY DRUG ABUSE
CAN CRIPPLE SMALLER COM-
PANY

® Mrs. HAWKINS. Mr. President,
small businesses have been the driving
force behind much of this countries
economic success. Small businesses
employ the majority of Americans and
they account for a great deal of the
creativity and energy that has made
American business the envy of the
world. But when we talk about drug
abuse in the workplace, we usually
focus on its affects in a large company.
The affects there are serious enough,
but they are even more pronounced
when abuse hits a small business.

Last month Steven P. Galante wrote
an article in the Wall Street Journal
entitled, “Damage Done by Drug
Abuse Can Cripple Smaller Company”
that examined this issue. I believe
that Mr. Galante's article is insightful,
and I commend it to my colleagues.

Mr. President, I ask unanimous con-
sent that Mr. Galante's article be
printed in the RECORD.

The article follows:

[From the Wall Street Journal, May 19,

19861
Damace DoNE BY DRUG ABUSE CAN CRIPPLE
SMALLER COMPANY

(By Steven P. Galante)

When he launched Consolidated Media
Services Co. in 1982, K. Lance Botthof had
big hopes. But the pressures of the Concord,
Calif., film distribution company led him in-
creasingly to cocaine, marijuana and alco-
hol. “I was using cocaine every weekend,”
he says. "It grew to every day. And then it
got to be every 15 or 20 minutes.”

By 1984, Mr. Botthof was spending more
than $1,000 a week on cocaine. The 35-year-
old businessman estimates he spent $180,000
on drugs and alcohol over a two-year period.
He grew increasingly paranoid, one of the
classic symptoms of cocaine addiction. As a
result, he rarely visited the office during the
daytime, and when he did he often snorted
cocaine with a mail room clerk. “He wasn't
answering phone calls, and I had to cover up
for him,” says Patricia Johnson, Mr. Botth-
of's office manager. "And of course, he
wasn't going out to get new accounts.” Con-
sequently, Consolidated Media's revenue
stagnated at a paltry $120,000. It didn’t
have anybody making decisions that would
help it grow,” says Mr. Botthof, who has ab-
stained from drugs and alcohol since partici-
pating in a treatment program early last
vear. Now he is attempting to rekindle Con-
solidated Media's growth.

Drug abuse in the workplace has become a
problem for many industries, but in a small
business it can be especially harmful. “I
think the focus has been too much on drug
abuse in General Motors and other big cor-
porations,” says Barbara Cooper-Gordon,
the administrator of a chemical dependency
treatment program called Stuyvesant
Square at Beth Israel Medical Center in
New York. “The impact on small companies
can be so much more devastating.”

Losing a key executive through drug ad-
diction can cripple a thinly staffed small
business, Ms. Cooper-Gordon notes. Embez-
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zlement and expense-account padding by
employees who need drug money can be far
more harmful to a small company than to a
corporation, she points out. Moreover,
smaller companies until recently haven't
been able to afford the employee assistance
programs that large companies use to iden-
tify chemically dependent workers and get
them into treatment. “In a small business, it
can boil down to a familylike environment,”
Ms. Cooper-Gordon says. “One person acts
out, and it can affect the entire organiza-
tion.”

Today's cocaine addict shares many char-
acteristics of the alcohol abuser. “The spe-
cific agent, whether it's alcohol or cocaine,
isn’t the issue,” says Jerry Spicer, director
of professional services at the Hazelden
Foundation, a treatment center in Center
City, Minn. “The issue is the dependency.”
A New York footwear importer, for exam-
ple, swore off drinking in 1981 because he
realized he was an alcoholic. But the im-
porter, who asked not to be named, didn't
consider his drug use a problem. Then, he
says, “very progressively the cocaine took
over, the Valium took over—until it was just
like the alcohol.” The importer underwent
treatment, though not before negleet cut
his $6.5 million business in half.

Cocaine is particularly appealing to the
independent, risk-taking personality—the
kind that starts a small business. “The co-
caine rush makes people feel quite compe-
tent, powerful and invulnerable, as if there
is no task that cannot be taken on,"” says
Arthur L. Greenberg, co-director of sub-
stance abuse treatment at Regent Hospital
in New York. “This is how the drug per-
forms its initial seduction. And what it does,
ironically, is eventually erode every func-
tion, from the sexual, to the work drive, to
the interpersonal.”

In a small company, cocaine's influence
can be all-pervasive. Mr. Greenberg tells of
the owner of a small paper-products compa-
ny who distributed cocaine to employees.
“The owner was excited about building his
business and wanted the employees to work
as hard as he did,” Mr. Greenberg says.
“How do you get employees to stay on the
job with you? You can offer them overtime,
Or you can offer them free cocaine.

“Basically, the work schedule depended
on when the boss was there, and he kept
very weird hours.” Mr. Greenberg says. “He
would call people up at strange hours and
say, ‘We have an order that we have to get
out. Come in; there's three grams waiting." "
At one point, Mr. Greenberg says, “the em-
ployees threatened to stop producing on a
very important order unless he got them
more cocaine. And he did.” The owner final-
ly entered treatment when his wife demand-
ed a separation, his health deteriorated, he
started contemplating suicide, and his em-
ployees began staying home ill.

Help is slowly arriving for small business
with chemically dependent workers.
Though employee assistance programs are
usually too expensive for small employers to
operate themselves or to contract for indi-
vidually, program operators are starting to
organize consortiums that allow small com-
panies to share costs. The programs usually
charge $10 to $20 per employee each year to
educate the work force about dependency,
to assess workers with addiction problems
and to refer them to health providers for
treatment. The treatment itself is often cov-
ered by an employer’s health insurance.

“As the (employee assistance) field
grows,"” says Debra L. Reynolds, vice presi-
dent of COPE Inc., an employee assistance
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program consortium in Washington, D.C.,
“people are beginning to realize there's a
market in small businesses, because each
person in a small business wears many hats.
And if one employee goes haywire, the
whole company can get out of sync."e

POSTAGE RATES

® Mr. SIMON. Mr. President, I recent-
ly read a reprint of a column by JoAnn
McNaughton-Kade, of the Effingham
Daily News, regarding postage rates.

I could not agree with that more.

As Members of this body know, I
have opposed increasing the senseless-
ly increasing rates for newspapers,
magazines, and books, because they
are a vital source of information for
the people of our Nation.

I always remember visiting with the
publisher of the Paducah Sun, who
told me that the rural subscriptions
were going down because of increased
postage rates and the resultant in-
creased subscription rates. That means
that those people on the rural routes
were increasingly dependent on 30-
second television clips for their basic
news.

Can anyone really believe that is
good for the country?

I urge my colleagues to read the
column by JoAnn McNaughton-Kade,
and I urge the Postmaster General
and officials at the Postal Service to
read it also.

I ask that the column be printed in
the RECORD.

The column follows:

“The U.S. Postal Service has placed a
noose around the neck of the small-town
newspaper. Now, with hardly a pause for
last words from the victim, the postal gover-
nors are tightening the knot and preparing
to release the gallows' trap door.

“In this space last Tuesday, I outlined
how the U.S. Postal Service is endangering
the continued existence of small-town news-
papers through huge rate hikes for second-
class mailing—a prineipal means by which
most papers circulate their publications.

*“Over the last 15 years, second-class post-
age has risen more than 1,000 percent—de-
spite an inflation rate for that same period
of ‘only’ 288 percent. Then, on Jan. 1, the
rates went up again—by 40 to 60 percent for
some categories of the complex second-class
rate structure, to as much as 116 percent for
another.

“The day after that column appeared—we
presume it was coincidence—we received a
letter from our local post office informing
us of yet another rate hike that would take
effect on March 9.

*1 use the word 'may’ because these hikes
have been delayed before. If past practice
prevails, though, we'll receive word of the
rate hikes' approval on about March 7, just
before it becomes law.

*“The latest rate hike would affect all *in-
county’ mailings—meaning, for instance, all
issues of the Effingham Daily News sent to
mailboxes in Effingham County. In the
space of one month, we sent out more than
50,000 papers in-county.

“If the March 9 rate hike takes effect, the
cost of mailing a single copy of our newspa-
per to a home in Effingham County will
have gone up from 1.5 cents (in December)
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to 3 cents—or 3.2 cents; the Postal Service
has actually offered two proposals for the
March 9 increase—for an increase of 100
percent in just 2% months.

“Last year, before the most recent in-
creases, this newspaper spent $70,000 to
mail issues of the daily paper to its subserib-
ers. In addition, we spent another $71,000 in
third-class postage to deliver the Weekly
Advertiser. These are huge expenditures,
but they may seem like peanuts when we
add up the bill for 1986.

“If you think I exaggerate when I say that
the postal system is putting a noose around
our necks, talk to the publishers of your
local weeklies.

“We spoke to the managers and publish-
ers of more than a dozen local dailies and
weeklies last week. All of them expressed
great concern about the futures of their
papers in the light of the ‘postal squeeze.’

“Almost all of them have already raised
the cost of mail subscriptions, or will short-
1y be doing so.

“Most of them are furious not just over
the postage increases, but also because the
delivery service they receive is less dependa-
ble now than every before.

“P.J. Ryan speaks well for the rest of his
colleagues. Ryan is publisher of the Beecher
City Journal, as well as the Stewardson
Clipper.

“The Beecher City Journal has been in
Ryan’s family for 71 years. Its circulation of
roughly 1,200 is delivered almost solely by
second-class mail. He notes that ‘we’ll be
forced to raises our rates' for subscrip-
tions . . .

“. .. he called the postage increases ‘the
biggest threat’ to its existence his paper has
ever faced. That's a strong statement when
one considers that, in 71 years, his family
has contended with the likes of the Ku
Klux Klan, the Great Depression and the
technological change from ‘hot type' to
‘cold type.’

“In Ryan’s view, the issue posed by the
postage increases is not simply that people
will have to pay more for their newspapers.
Rather, as the small papers fold, there will
be ‘fewer and fewer sources of information.
. . . It gets scary,’ he said.

“The postage increases, in other words,
threaten not just the livelihood of newspa-
pers. The Postal Service is also threatening
the people's right to know what goes on in
their communities. The government, in the
form of the semi-independent Postal Serv-
ice, is not just launching a further, if unwit-
ting, assault of small business. It's threaten-
ing an integral component of democracy.”

NATIONAL NUCLEAR MEDICINE
WEEK

® Mr. D’AMATO. Mr. President, I rise
this afternoon to lend my support to
legislation introduced by my good
friend and colleague from Indiana,
Senator QUAYLE, to designate the week
beginning July 27, 1986, as ““National
Nuclear Medicine Week."” I am pleased
to cosponsor this joint resolution to
elevate public awareness of the contri-
butions of nuclear medicine to the di-
agnosis and treatment of diseases
through safe and cost-effective proce-
dures.

Generally, there are two types of
procedures involved in nuclear medi-
cine: Those involving radioactive trac-
ers in the analysis of blood and urine
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samples, and those in which measure-
ments are made of radioactive tracers
as they pass through the body. This
latter procedure has provided a whole
new approach to medical diagnosis.

Small amounts of radioactive chemi-
cals, called “tracers,” are typically in-
jected into a blood vessel. The amount
of radioactivity at different points in
the body is then examined by radi-
ation detectors. Only in the past few
years have these detectors, by being
placed in a ring around the patient’s
body been able to develop three-di-
mensional imaging. This imaging de-
picts where biochemical processes are
occurring normally, where they are de-
ficient, and where they are taking
place at an accelerated rate.

By making early detection of disease
possible, regional abnormalities can be
found before the overall function of
an organ has become impaired. Early
detection is a must when considering
that such methods are used to exam-
ine the brain, liver, lungs, heart,
bones, gall bladder, thyroid gland,
blood vessels, lymphatic systems,
among many others. In addition, these
methods are essentially pain free, non-
invasive, and generally involve much
smaller doses of radiation to the pa-
tient than do comparable x-ray proce-
dures.

Although most procedures of nucle-
ar medicine are used for diagnostic
purposes, radioactive substances are
also used for therapeutic benefits. Ra-
dioactive iodine, for example, is used
for therapeutic treatment of hyper-
thyroidism. Radioactive iodine, or
iodine>131, is used to treat roughly
20,000 patients with hyperthyroidism
every year. This medical breakthrough
has reduced the number of patients
treated surgically for hyperthyroidism
from 3,000 per year to about 50 per
year.

Mr. President, these just are a few of
the current uses of radioactive tracers
in nuclear medicine. Today’s research,
however, is tomorrow’s medical prac-
tice. Ongoing research in the field of
nuclear medicine promises an exciting
future in the diagnosis and treatment
of diseases far beyond our limited un-
derstanding of today.

I urge my colleagues to lend their
support to this joint resolution on
behalf of the contributions of nuclear
medicine to the health of the Ameri-
can people.@

PROTECTION OF THE SOCIAL
SECURITY TRUST FUND ASSETS

@ Mr. PRYOR. Mr. President, on June
11 I joined with Senator MOYNIHAN
and other colleagues in sponsoring S.
2542, legislation which will ensure ap-
propriate and prudent financial treat-
ment of the Social Security trust
funds. This legislation is an important
followup to legislation approved in
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late 1985 and early 1986 to correct
trust fund disinvestment actions
which occurred in 1984 and 1985.

Last November Members of Con-
gress and the public were alarmed to
learn that in the fall of 1984 and again
in September, October, and November
of 1985 the Department of the Treas-
ury had taken unprecedented actions
to disinvest large amounts of the short
and long-term securities held by the
Social Security, civil service and mili-
tary retirement, railroad retirement
and Medicare funds. This action was
necessary because the Treasury had
such limited cash reserves on hand
that it could not make the cash trans-
fers necessary to follow the normal
benefit payment procedures, and the
Secretary had to cash our investments
in order to issue benefit checks.

This action caused a great deal of
concern. Press accounts which stated
that the trust fund securities were
being cashed out to pay for other pro-
grams did not help matters. And the
fact that members of the Social Secu-
rity Board of Trustees were unaware
of the action caused additional con-
cern and suspicion. From the time of
the passage of the 1983 Social Security
financing amendments until last fall,
we had been consistently assured of
the soundness of the Social Security
retirement trust funds, The disinvest-
ment action caused fear throughout
the Nation, and greatly altered the
public’s perception of the stability of
the Social Security Program.

In the months following the publici-
ty about the disinvestment action, the
Congress acted speedly to restore any
loss to the Social Security and other
trust funds which resulted from the
disinvestment action. In addition, we
required that the Secretary of the
Treasury give advance notice of any
intention to disinvest trust fund
assets. By early January 1986 the
Treasury had successfully restored to
the trust funds all moneys which had
been lost as the result of disinvest-
ment action. The legislation I have
joined in sponsoring will take addition-
al steps to ensure the security of the
trust funds.

Specifically, the legislation:

Eliminates the Secretary of the
Treasury's discretion in deciding to
invest contributions by requiring that
the OASDI funds be immediately in-
vested in interest-bearing Government
securities;

Prohibits disinvestment of the Social
Security trust funds except in months
in which payroll receipts are expected
to be less than required for payments
to beneficiaries;

Requires the managing trustee—the
Secretary of the Treasury—to report
monthly to the Board of Trustees on
the operation and status of the trust
funds;

Requires the managing trustee to
exercise the same degree of care in
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managing the trust funds as would a
private fiduciary; and

Requires trust fund moneys to be
used exclusively for Social Security
purposes.

As a member of the Finance Com-
mittee Subcommittee on Social Securi-
ty, I am deeply committed to ensuring
the financial stability of the trust
funds, and it is my hope that the Con-
gress will move forward and enact this
important legislation.e

SALT: EUROPEAN VIEWS VARY

® Mr. QUAYLE. Mr. President, one of
the key arguments made for continu-
ing to adhere to SALT in some fashion
is that it is essential to keep our Euro-
pean allies happy.

The presumption in all of this, of
course, is that European opinion is
unified in opposition to the United
States dropping its adherence to
SALT. In fact, European views vary.

In two recent editorials published in
the British publications, the Econon-
mist and Financial Times arguments
were offered on how the President's
decision should help arms control.

This same point was made in today's
Wall Street Journal editorial: Over
time Europe is likely to accord Rea-
gan's decision more respect.

Mr, President, I believe Europeans
are already reflecting upon the
wisdom of our moving beyond SALT to
truly substantive arms control. I ask
that the full text of the Economist, Fi-
nancial Times, and Wall Street Jour-
nal editorials be placed into the
RECORD.

The editorials follow:

[From the Wall Street Journal, June 13,
19861

SALT II as P.R.

Critics of President Reagan's decision to
abandon SALT II are saying something like
this: Sure the Senate refused to ratify
SALT II in 1979, sure the treaty would have
expired last yvear had it been ratified, and
sure it didn’t do much to limit proliferation
of nuclear weapons; but why should the
U.S. be the side to destroy the world’s arms-
control illusions?

In case there was any confusion about the
status of SALT II growing out of the presi-
dent's press conference Wednesday night,
White House spokesman Larry Speakes
cleared it up yesterday. SALT II is dead.
Future U.S. arms-control moves will be
predicated on what the Soviets do.

The abandonment has not gone down well
in some quarters. House Majority Whip
Thomas S. Foley (D., Wash.) argued at a
Center for Strategic and International Stud-
ies (CSIS) seminar Wednesday that Mr.
Reagan's move was a serious political mis-
take. The Europeans especially, he asserted,
need constant reassurance that the U.S. be-
lieves in arms control. Reporters at the
president’s news conference Wednesday
night echoed Rep. Foley's complaint.

In other words, arms-control talks and
agreements are mainly public relations. We
are clearly making progress in this debate
when that truth is recognized.
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So for a moment let's lay aside military
questions, such as the fact that U.S. adher-
ence to a defunct, ineffective agreement did
not prevent the Soviets from doubling the
size of their nuclear arsenal. Just how effec-
tive has SALT been on its own terms, how
effective as public relations?

It has been a Russian goal for centuries to
control the Eurasian continent. The Musco-
vities haven't done badly. Zbigniew Brze-
zinski noted at the CSIS seminar that over
the past 250 years Russia has expanded its
empire at the average rate of one Vermont a
vear! Since World War II, the Russians
having initially failed to capture France and
Italy with uprisings by local communist par-
ties, have been trying to sell Western
Europe a prescription for security: You will
be safe from our missiles and tanks if you
invite the Americans to leave. This is the
P.R. threat SALT is intended to offset.

Some American strategists who take the
NATO alliance seriously, and Rep. Foley
seems to be in this camp, believe that this
makes it essential for the U.S. to constantly
demonstrate to the Europeans that it is
doing everything it can to keep the peace.
In short, the Europeans, presumably more
gullible than Americans, must be given a
steady diet of fairy tales if they are to
remain within the Western alliance.

Aside from its condescension toward the
Europeans, this argument has two prob-
lems. The self-imposed pressure allows the
Soviets to exploit the arms-control process
to force the U.S. to accept limits that the
Soviets have no intention of observing. And
it places too much importance on those
manifestations of European “opinion’” that
are essentially left-wing and at least to some
extent Soviet influenced and Soviet fi-
nanced. All Europeans are not alike; in
France, for example, Mr. Reagan’s alleged
“recklessness’” in raiding Libya won him a
popularity reading exceeding 60%.

Over time, we think, Mr. Reagan will be
accorded more respect, both in Europe and
the U.S., for having confronted the danger-
ous illusion that the U.S. and the Soviets
are practicing arms control. The European
majority has few illusions about the Soviet
Union and its minions, and its spirit will
grow if it is no longer fed a constant diet of
fairy-tale P.R.

The most significant hope to be found in
Mr. Reagan's new attitude toward SALT is
that he may now move to free himself from
restraints that have prevented him from
making the fullest use of American techno-
logical superiority to protect both the U.S.
and its allies from that unrestrained build-
up of Soviet weapons. The ‘“restrictive” in-
terpretation of the ABM treaty continues to
inhibit research on the Strategic Defense
Initiative. And the administration says it
doesn't agree with this interpretation but
continues to follow it, as it followed SALT
II.

Thirty former Soviet scientists now work-
ing in the U.S. have just drafted an open
letter to the American people and Congress
saying that the Soviet Union has been work-
ing on its own Strategic Defense Initiative
since the 1960s and continues to apply more
effort to defense than does the U.S. (see No-
table and Quotable nearby). That won't
come as news to American nuclear strate-
gists, but it is a useful reminder in any in-
terpretation of Soviet efforts to dissuade
the U.S. from pursuing strategic defense.

Mr. Reagan has left the door open to the
Soviets if they want to talk seriously. But
vesterday's explicit statement that SALT II
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is dead shows that Mr. Reagan does not see
security as merely a P.R. problem.
[From the Economist, June 7, 19861
SALT-2 Is DEap—LonG Live SALT-3

It has been hand-wringing time for arms
control this past couple of weeks. To judge
by many people's laments, the chances of a
missile-cutting deal between Russia and
America have almost vanished. In fact, they
have improved: because of an intelligent
Russian concession, and a risky but shrewd
piece of American poker-playing.

The Russians’ concession is their reported
lowering of the price they want President
Reagan to pay in his star-wars plans in
return for their agreement to slash the su-
perpowers’ long-range missile forces. In-
stead of asking Mr. Reagan to abandon ev-
erything except “laboratory research” for
his Strategic Defense Initiative, the Rus-
sians now seem willing to settle for much
less. They may be ready to let Mr. Reagan
continue his experiments with anti-missile
weapons provided he undertakes, by an
amendment of the anti-ballistic-missile
(ABM) treaty, not to deploy for a given
number of years any such weapons that ac-
tualy turn out to work. That brake on de-
ployment would limit the lead that America
could get over them.

The Russians have been looking more re-
laxed about star wars lately. They have read
in western newspapers (and presumably
know from their own research) how tricky
star-wars technology is. They can see Con-
gress’s reluctance to give Mr. Reagan the
money he wants for it. They have already
stopped saying that star wars has anything
to do with medium-range missiles in Europe.
The 15-20 years’ ban on deployment of anti-
missile weapons they are now said to be sug-
gesting, in return for a long-range missile
deal, is much too long (The Economist sug-
gested three to five years when we first pro-
posed this solution 15 months ago). But Mr.
Reagan almost certainly has to give some-
thing on SDI. The Russians may now be
hinting that he will not have to give too
much.

The American poker-play was President
Reagan’s announcement that America will
soon step outside SALT-2's limits on nuclear
weapons unless Russia steps back inside
them. The past fortnight's attack of the
glooms, which this set off, was exaggerated.

That Mr. Reagan would this time re-
nounce the SALT-2 agreement, having
twice before resisted pressure to do so, was
more or less inevitable. Nobody seriously
disputes that Russia has a total of 2,500-
plus nuclear missiles and bombers, com-
pared with SALT's ceiling of 2,250 (the
present American total is about 1,900). Most
people accept that Russia's new SS-25 mis-
sile breaks the agreement (and that its
Krasnoyarsk radar breaks the ABM treaty).
Although other governments may tell
America to protest about these things but
do nothing. few would be so0 nonchalant if
they were in America's place. The counter-
action that Mr. Reagan is now threatening
seems unlikely to produce catastrophic re-
sults (see page 56). For both sides, the first
ventures outside SALT will probably be on
tiptoe rather than on stilts. But the main
reason for saying that the current lament
for SALT-2 is unwarranted is that what
America has just done may have the effect
of pushing Mr. Mikhail Gorbachev towards
a new and better SALT-3.

Consider Mr. Gorbachev's calculations.
Until now, his nuclear-weapons choice has
been either to keep things as they are (the

CONGRESSIONAL RECORD—SENATE

SALT-2 figures, plus a bit of Russian fid-
dling) or to go for the deep cuts the Ameri-
cans have been suggesting since 1983. His
own instinet is probably for cuts, but his re-
luctant generals still have powerful allies in
the Politburo. Mr. Reagan has now put an
unwelcome third possibility before him: an-
other big round of nuclear spending.

Russia's first additions to its present nu-
clear armoury—more warheads in its big
missiles, more missiles off existing produc-
tion lines—would be fairly cheap (but so
would the cruise missiles that America will
add). After that, big money would be in-
volved. Everything Mr. Gorbachev has said
about his country’s economy suggests that
he will not reduce military spending unless
America does too, but that he certainly does
not want to increase it. If he concludes that
he now has to choose between negotiated
cuts and another arms race, he may prefer
the cuts.

That the month when America may stick
its first toe outside SALT-2—November—is
also the month when Mr. Reagan would like
to have his next meeting with Mr. Gorba-
chev is one of those coincidences that de-
serve a quiet smile. Russia and America are
not far apart in their ideas about reducing
the number of long-range missiles, except
for the star-wars argument (which Russia
may now be helping to solve). A deal on
medium-range Euromissiles ought to be
fairly easy, if Russia agrees to cut its SS-20s
in Asia and is allowed some compensation
for any future expansion of the French and
British nuclear forces. The prospects of cut-
ting the overkill are better than they have
been for years, provided Russia's conserv-
atives do not keep Mr. Gorbachev sitting on
his status quo. He may have been given the
nudge that will get him off it.

[From the Financial Times, June 9, 19861

A SovieT PApDLE, PERHAPS, FOR MR.
REAGaN's CANOE

(By Ian Davidson)

President Reagan's declaration of intent
to throw over the nuclear weapons limits en-
shrined in the 1979 Salt II treaty continues
to generate heated controversy on both
sides of the Atlantic. Democrats in the US
have denounced it; European governments
have deplored it; the Russians have threat-
ened counter-retaliation, and warned that it
could jeopardise the second Reagan-Gorba-
chev summit due some time later this year.

But the interesting thing is that the con-
troversy is not as heated as one might have
expected. The Russian condemnation, in
particular, seems muted and formal. They
have protested, but the tone of their protest
has been carefully controlled, and their
threats of retaliation have sounded deliber-
ately non-specific and conditional.

The explanation may be simple. President
Reagan's decision will not be implemented
until November or thereabouts and has
been hedged with a let-out clause: if the
Soviet Union does something to deal with
American accusations that it is already vio-
lating the Salt II treaty, or perhaps if the
Geneval negotiations on new arms control
agreements start to make real progress,
Washington might “take this into account.”
In theory, therefore, there could still be just
time to avert the worst. President Reagan
has allowed the hawks in his administration
to push his water-logged canoe towards the
rapids; the waterfall is still five months
away; can any of the available rescue teams
paddle fast enough to rescue him in follow-
ing President Reagan time? It may be
doubtful, but it is still possible.
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There may also be a second explanation.
From a higher vantage point in the canyon,
it looks as if the waterfall is not, after all, a
waterfall but a series of steeply descending
pools. Deeply dangerous, of course, especial-
ly for a navigator who does not know one
end of a canoe from the other, but not nec-
essarily and absolutely terminal.

The equipping of one extra B-52 with air-
launched cruise missiles beyond the limits
permitted under Salt II would be a very im-
portant political step to take, but in military
terms it would be meaningless;, and the same
distinction would apply if the Russians were
to match a symbolic American violation
with an exactly equivalent violation of their
own.

Eventually, a process of tit-for-tat might
start to affect the military balance, especial-
ly if it gathered momentum. But the Rus-
sians should have no desire, and above all
no interest, in down the rapids. During the
1970s they built up their nuclear weapons at
all levels, while the American inventory
stayed pretty static; this gave them the ap-
pearance of an edge, and contributed in
1980 to the election of Ronald Reagan and
his rearmament programme. If the unravel-
ling of arms control were to lead to an un-
constrained arms race, the Russians know it
would be very expensive and politically un-
comfortable, but they do not know that it
would turn to their advantage in military
terms.

They could easily multiply the numbers of
warheads on top of their heavy land-based
missiles. But the US has a large number of
new weapons systems in deployment or de-
velopment: the MX land-based missile, the
Trident D-5 submarine-launched missile,
the B-1 bomber, the Stealth bomber, the
Midgetman small mobile missile, and ad-
vanced cruise missiles. The accuracy of
these weapons may enable them to destroy
hardened military targets; so that the multi-
plication of warheads on the Soviet SS-18
silo-based missiles, which until now have
looked particularly threatening to America’s
land-based missiles, might instead start to
look like a serious point of Soviet vulner-
ability, at risk to an American first strike.

President Reagan’'s freedom to go down
this road is currently constrained by Con-
gressional support for arms control defense
spending. But the Russians cannot be sure
that these constraints would not be lifted if
they are seen to be engaging on their side,
in a new arms race; nor can they be sure
that a new arms race would not be used to
restore urgency and legitimacy to President
Reagan’s Star Wars programme which, even
if it never results in any effective defences,
would certainly drive the development of
high-technology weapons in which the US
has overwhelming advantages.

In other words, the Russians have good
reasons to avoid overreacting to President
Reagan’s latest move, even if he splashes
over the edge into the first pool below. Who
knows, it might still be possible to prevent
him from being swept all the way to the
bottom, with outstretched hands to drag the
leaky craft to the side, and by skillful and
determined poterage bring it back up to the
calmer waters of Arms Control Reach. It
would not be easy; but it might be conceiva-
ble.

One tantalising hint of an outstretched
Soviet hand emerged the same week that
President Reagan launched himself down
the rapids: in Geneva, the Soviet delegation
made what could turn out to be a radical
shift in its attitude to Star Wars.
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Until now the Russians have been de-
manding an absolute ban on any testing or
deployment of Star Wars defences, under a
strict interpretation of the 1972 Anti-Ballis-
tic Missile treaty. (This interpretation is en-
dorsed by most US experts though it has re-
cently been contested by some Administra-
tion lawyers.) In what seems to be a major
shift of line, the Russians are now propos-
ing instead a guarantee that there would be
no testing or deployment for an extended
period—say 15 or 20 years.

The ABM treaty is in principle of indefi-
nite duration; but it can be denounced by
giving six months' notice. The implication
of the new Soviet proposal is not merely
that the wording of the ABM treaty would
be tightened to exclude any slippery inter-
pretation, but that this six-month denuncia-
tion notice would be changed to 15 or 20
years.

The proposal makes sense in political as
well as in arms control terms. Last Novem-
ber’s Geneva summit meeting made clear to
Mikhail Gorbachev, if he did not know it
before, the depth of President Reagan's
commitment to his dream of a perfect sanc-
tuary from nuclear weapons. Whatever else
may be attainable in the arms control nego-
tiations, President Reagan will certainly not
agree to an explicit renunciation of that
dream.

Fewer and fewer people now seriously be-
lieve that any amount of high technology
could ever take America to the end of that
particular rainbow. I recently met an ana-
lyst at a leading US military research estab-
lishment, which is trying to work out how a
defensive system could be deployed without
being wvulnerable to Soviet counter-meas-
ures. In the process, the researchers hold
formal debates. “The trouble is,” he said
“that everybody wants to be on the Red (i.e.
Soviet) team.”

An arms control seminar the other day
was considering whether it would be possi-
ble to make a safe transition to spacebased
defences. The conclusion? Very, very diffi-
cult. A military-research analyst at the sem-
inar described a study of the more limited
problem of groundbased defences, to protect
missile silos, for example, as permitted
under the ABM treaty. Question: if both
sides are allowed the same number of inter-
ceptor missiles, which number is best for
the US? Answer: Zero.

Rational analysis will not release Mr.
Reagan from his dream, however. So if
there is to be an arms control agreement, it
must encompass a contradiction: the Presi-
dent must be able to claim that Star Wars is
still alive and well: the Russians must have
near-certainty that the dream will remain a
dream until long after Reagan has gone.
Perhaps that contradiction can be recon-
ciled by lengthening the denunciation
notice.

A long denunciation period would also
match the needs of any plan to cut strategic
nuclear weapons. For mutual confidence,
deep reductions would have to be phased
over, perhaps, 10 years. Presumably the new
lower totals would stay in force for several
more years, say five. Total: 15 years.

Administration reaction to the Soviet
shift is predictably divided. The doves seem
cautiously interested; the hawks describe it
as a trap, because they fear that it could
skewer Star Wars on the slab. In the most
optimistic scenario the Soviet hint could
presage the beginning of movement in the
Geneva negotiations; if movement led to
real momentum, the prospects for arms con-
trol and for a summit later this year could

CONGRESSIONAL RECORD—SENATE

be transformed; and in that case, the de-
ployment of the extra B-52 would scarcely
matter.

Moreover, in exchange for the long-term
stability of a new arms control agreement,
the Russians might be prepared to rectify
violations which they deny in the context of
the old.

But it is obvious that the most optimistic
scenario is not the only one; indeed, the
cards look stacked against it. The Soviet
shift may be encouraging in theory, but it
will not by itself achieve anything, Mr. Gor-
bachev may think that he is offering a sig-
nificant concession on Star Wars, and from
his point of view he is right; but President
Reagan will regard it as an American con-
cession on Star Wars, without a compensat-
ing advantage. He will not bang heads to-
gether in Washington and come down deci-
sively in favour of arms control, unless a
major agreement on the control/reduction
of offensive weapons, on terms which the
hawks cannot plausibly reject, comes within
reach. Until the Russians start to move on
this front, optimism will be just wishful
thinking.

The real danger in the short and even
medium term is not that the 131st B-52
bomber will trigger the unstoppable process
of a new arms race, nor that it will lead to a
major crisis in relations between the two su-
perpowers, but that it could start a major
quarrel between the US and its European
partners., The Salt treaties may not have
done much to contain the arms race, but
they are what we have; to throw them away
like that looks recklessly irresponsible. The
question facing Mr. Gorbachev is this:
would such a quarrel help the Soviet Union,
and should he try to foment it? If it played
into the hands of the guasi-neutralists in
Europe, like the Labour Party, the answer is
yes, if it strengthened the position of those,
like Mr. David Owen, who argue for a
stronger European defence identity, the
answer is no. Since he cannot know which is
more likely, I suspect he will play safe and
try to rescue Reagan from the rapids.e

NAUM AND INNA MEIMAN: IN
THE NEWS

® Mr. SIMON. Mr. President, I have
made a daily statement on the plight
of Inna and Naum Meiman since
March 6, 1986. Naum and Inna are
Soviet Jews who have been refused
permission to emigrate to Israel. Inna
is critically ill with cancer and Naum
is getting no younger. He is 74.

Today's Washington Post carries an
article written by Celeste Bohlen enti-
tled “Ailing ‘Refuseniks’ Seek Aid.”
The subtitle is “Moscow Denies Visas
to Cancer Victims.” The story focuses
on Naum and Inna Meiman. Naum
and Inna have taken an enormous risk
by going public with their story. The
Soviet Government does not look
kindly on those who make the Soviets
appear in a bad light.

The Soviets will continue to get “bad
press” for not allowing Naum and
Inna Meiman to emigrate to receive
badly needed medical care. The easiest
solution for the Soviets is to let Naum
and Inna go to Israel.

I ask that the article from the Post
be printed in the RECORD.

The article follows:
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AILING “REFUSENIKS SEEK Aip—Moscow
DENIES Visas To CANCER VICTIMS

(By Celestine Bohlen)

Moscow, June 12,.—With new urgency and
new hopes, three families of Soviet Jews
seeking permission to emigrate appealed
today for help in getting medical treatment
abroad for relatives stricken by cancer.

“We especially want to appeal to the
people of the world to pay attention to our
desperate situation,” said Naum Meiman,
75, a human rights activist whose wife Inna
Kitrosskaya suffers from cancer of the
spine.

Kitrosskaya, 53, who has undergone four
operations in the last three years and is now
being treated with chemotherapy, has been
invited abroad by several doctors. But she
has been repeatedly denied even a tempo-
rary visa because of her marriage in 1981 to
Meiman, a mathematician who did classified
work 30 years ago.

“It is a killing, a murder in fact,” said
Meiman today.

Jewish emigration from the Soviet Union
has slowed to a trickle since 1979 when it
reached its peak of 51,000. Last year, about
1,000 people were given permission to leave.

Refuseniks, as those refused permission to
emigrate are called, say tens of thousands
have applied to leave. On Tuesday, the offi-
cial Soviet news agency Tass scoffed at re-
ports from Washington that 400,000 Jews
are waiting to leave, saying that the figure
is “overstated more than 100 times.”

The small group of families of invalids
gathered amid reports that new cases of re-
fuseniks have been resolved favorably.

A Soviet official recently said permission
has been given in 71 cases for Soviets to join
family members in the United States. These
cases involve “more than 200" people, the
official said.

So far, the full list of cases has not been
disclosed here, although several well-known
refuseniks have recently been allowed to
leave. One, Boris Gulko, a former Soviet
chess champion, left with his family after
several public demonstrations.

For Meiman and the others, the new
hopes come after years of waiting. Benja-
min Bogomolny, 40, applied to leave the
Soviet Union for Israel 20 years ago, making
him thje longest waiting refusenik.

Bogomolny's wife, Tatiana Kheifetz, un-
derwent surgery for breast cancer seven
months ago. She has been told that her re-
guest for a visa was refused because her
husband had served in the Soviet Army, and
his departure would be a security risk.

Benjamin Charny, 48, applied to emigrate
to Israel in 1979 and shortly afterward was
diagnosed as having melanoma. Like many
other refuseniks, he and other members of
this family lost their jobs.

Mr. President, I implore the Soviets
to let Naum and Inna Meiman emi-
grate to Israel.e®

STATE OF EMERGENCY IN
SOUTH AFRICA

® Mr. PELL. Mr. President, yesterday
the tragic and potentially explosive
situation in South Africa took another
turn for the worse. The South African
Government imposed a state of emer-
gency—the second in less than a
yvear—and ordered its security forces
to move against those who have been
at the forefront of the struggle
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against apartheid. Hundreds of anti-
apartheid activists associated with
black community organizations,
churches, trade unions, the United
Democratic Front, the Azanian Peo-
ple’s Organization, and the End Con-
scription Campaign have been arrest-
ed. Reportedly, Government forces are
continuing their sweep through the
black townships in search of others.
The security forces have been given
far-reaching powers including the
right to use force. Strict restrictions
designed to prevent the South African
people and the international commu-
nity from viewing the unrest have
been imposed on the local and foreign
press and media.

In an attempt to justify these ac-
tions, South African President P.W.
Botha pointed yesterday to the in-
creasing violence in the black town-
ships and the threat of “large scale
unrest planned by radicals” on June
16, the 10th anniversary of the 1976
Soweto uprising in which some 600
blacks were gunned down by Govern-
ment forces. However, the roundup of
antiapartheid activists leaves little
doubt that the South African Govern-
ment’s real purpose is to undermine
the antiapartheid movement which is
growing among blacks and even ex-
panding into sectors of the white com-
munity.

By resorting to repressive measures
and Gestapo-like tactics, the South
African Government has demonstrat-
ed not only its failure to understand
the causes of violence in South Africa
but also the shallowness of its stated
commitment to “reform’ and negotia-
tion. The violence in the black town-
ships is rooted in the evil and inhu-
mane apartheid system which denies
blacks full political rights and deprives
them of social and economic opportu-
nities. The frustration and anger at
being on the bottom rung of a ladder
where rights and privileges are grant-
ed according to the whiteness of one’s
skin have come to a head in the last 2
years with the implementation of a
new constitution that deliberately
denies parliamentary representation
to blacks and the introduction of the
police and soldiers into the black
townships. The brutal use of force
against blacks, many of them children,
combined with the Government's re-
fusal to release Nelson Mandela and
enter into negotiations with legitimate
representatives of the black communi-
ty have spurred South African blacks
on to new heights of resistance and de-
termination.

In his State of the Union Address in
January, President Botha stated:

We have outgrown the outdated colonial
system of paternalism as well as the outdat-
ed concept of apartheid.

Yet, since then, South African Gov-
ernment has opened fire on thousands
of peaceful black protesters, conduct-
ed raids against the capitals of neigh-
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boring Zimbabwe, Zambia, and Bot-
swana in what Botha characterized as
the “first installment’ in a campaign
to crush the African National Con-
gress, introduced new legislation that
would give the police extensive powers
in areas of unrest and the right to
detain people for 6 months without
charge, and rejected the proposals
made by the Commonwealth's Emi-
nent Persons Group to bring an end to
the violence and open negotiations
with genuine black leaders. By most
accounts, the South African Govern-
ment is also aiding and abetting vigi-
lante groups in the Crossroads squat-
ter camp in an effort to drive the
people out. The violence in Crossroads
has claimed the lives of more than 30
blacks and left some 30,000 homeless.
The Government's recently an-
nounced abolition of the pass laws—a
potentially positive step—pales against
this litany of its disregard for the le-
gitimate aspirations of the victims of
apartheid.

The reimposition of the state of
emergency will surely be an ill-fated
decision. Rather than quelling the
level of violence, it promises to in-
crease it. On Monday black South Af-
ricans will remember Soweto 1976 by
taking to the streets in defiance of the
Government's insensitive and provoca-
tive ban against commemoration ac-
tivities. If the Government responds
with force, as I fear it will, the number
of deaths, which now stands at more
that 1,600, is bound to rise.

In its report issued this week, the
Eminent Persons Group forecast a
“racial conflagration with frightening
implications * * * in the very foreseea-
ble future” unless the South African
Government abandons its “obstinancy
and intransigence.” As a nation com-
mitted to peace and justice, the United
States has a moral and political obliga-
tion to help all the people of South
Africa to avoid this end. We must
move beyond the President's Execu-
tive order. We must adopt a sustained
policy of pressure which will prod the
South African Government toward the
negotiating table and make it clear to
South African blacks that we are on
their side. The time to act is now, lest
the opportunities for peaceful change
slip away and the clock runs out.@

TENTH ANNIVERSARY OF COOK
COUNTY OCCUPATIONAL MEDI-
CAL PROGRAM

® Mr. DIXON. Mr. President, I would-

like to call to the attention of my col-
leagues the 10th anniversary of the
Cook County Occupational Medical
Program, which will be celebrated to-
mOIrrow.
This

splendid program provides
badly needed occupational health serv-
ices to residents of Cook County and
surrounding areas. The Cook County
Hosptial is responding to a national
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advisory from the Graduate Medical
Education Council, which noted a
severe deficiency in the number of
adequately trained physicians in the
field of occupational medicine.

Cook County is at the forefront of
this national problem, training physi-
cians in both occupational medicine
and in occupational consulting with
various governmental policymaking
bodies.

I commend all the hardworking
people who have made this program
such a model of its kind, and I wish all
of them the very best of luck in the
future.@

SPEECH BY PAMELA C. HARRI-
MAN ON THE 40TH ANNIVERSA-
RY OF WINSTON CHURCHILL'S
“IRON CURTAIN” SPEECH

e Mr. BUMPERS. Mr. President, I
wish to bring to the attention of my
colleagues in the Senate and to the
Nation a speech given on May 19,
1986, by Pamela Harriman commemo-
rating the 40th anniversary of Win-
ston Churchill’s historic speech at
Westminster College, Fulton, MO—the
famous “Iron Curtain” speech. Mrs.
Harriman has presented Churchill’s
message, his foresight, and his wisdom
in a most eloquent manner.

His prescription for a just peace in
the post-World War II era is no less
true today than it was 40 years ago.
Churchill not only advocated a tough
stance against the Soviets. He also
sought to establish a just and lasting
peace in a nuclear age. He insisted
there was a common base on which to
deal with the Soviets—neither side
could successfully wage a nuclear war
against the other. With that mutual
common base, he urged us to approach
them with caution and resolve, but to
approach them nevertheless.

Churchill’s advice cannot go unheed-
ed. We cannot survive this nuclear age
without a constant effort toward
peace. We must negotiate firmly, but
we should negotiate with every inten-
tion of achieving an agreement.
Pamela Harriman has emphasized this
point in Churchill’s message with pen-
etrating clarity. I ask that her speech
appear in the RECORD.

The speech follows:

Today we honor the anniversary of an
event, which, like so many in Winston
Churchill’s life was accounted as an historic
moment, and yet the man himself was out
of power. He was unique among the leaders
of twentieth century democracy in that his
influence did not disappear with his office.
Perhaps his only rival in this respect was
General DeGaulle—who pales by compari-
son with Churchill’s capacity to stand
astride the world stage, even while relegated
to the backstage of opposition in his own
country.

This role had not come easily, or early to
Churchill. In his long political exile of the

1930's, he was a lonely voice, “crying in the
wilderness,” and few turned to hear him or
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to see the approaching storm. Yet he never
tired, for he always knew that history. too,
had its claims. Perhaps he understood that
because he wrote history as much as he
made it. He was an author as well as an
orator, He was not only a Prime Minister;
he was also a prophet of things to come.

It was this unique ability that he took
with him to Fulton, Missouri, forty years
ago last March., Winston Churchill made his
mistakes; but he was more often right than
wrong on more matters of consequence than
any other statesman of this century.

He was not only an early, isolated critic of
appeasement. He was also one of the first—
perhaps the first non-scientist—to compre-
hend and describe the dawning wonders and
terrors of modern invention. In a 1932
essay—more than a decade before the Man-
hattan project—he speculated, *‘that new
sources of energy, vastly more important
than any we yet know, will surely be discov-
ered. . . . Nuclear energy is incomparably
greater than the molecular energy we use
today. . . . There is no question that this gi-
gantic source of energy exists. What is lack-
ing is the match to set the bonfire alight, or
it may be the detonator to cause the dyna-
mite to explode.”

He wrote of “wireless telephones and tele-
visions”"—and of genetic engineering. He
looked to a time, “fifty years hence,"” when
“explosive machinery will be available upon
a scale which can annihilate whole nations.”
In 1925, he wrote of “guided missiles” and
of “electrical rays which could claw down
aeroplanes from the sky."”

Churchill was different from most politi-
cal leaders in that he thought beyond the
next election to the next generation. It was
this sense of perspective which enabled him
to persevere despite recurring disappoint-
ments in his public life. His moment of tri-
umph did not come until he was sixty-six,
past the normal retirement age, and long
after he had been written off. In its greatest
trial, Britain found its greatest modern

leader. Yet five years later, with the war
won, he was defeated for reelection. He had
the world’s honor and respect, but not his
country's vote.

So it was that a year after that, President

Truman invited Winston Churchill—as
prophet and not Prime Minister—to speak
in Truman's home state, at Westminster
College—""a name,” as Churchill said,
“somewhat familiar to me.” It was five
thousand miles from the Parliament at
Westminster to this midwestern college
podium. And the speaker of the day brought
with him one of the most famous speeches
of all time, a speech which is so often cited
as a text for our time.

When he spoke of the “Iron Curtain’ that
had descended from ““Stettin in the Baltic to
Trieste in the Adriatic,” Winston Churchill
was acknowledging and announcing a truth
which so many in the West were so unwill-
ing to admit—the onset of the Cold War. So
powerful was the phrase—it cut like a thun-
derbolt through the public dialogue; so pro-
nounced was the turning point marked by
this speech; so wise does it seem, at least in
retrospect—that leaders since then return
to it and quote it repeatedly to validate
their own policies.

Half of the lectures delivered since 1946 in
the Westminster series, in which Churchill
spoke, have been primarily or partly com-
mentaries on his speech. Presidents, Vice-
Presidents, Cabinet officials, Senators, Am-
bassadors, and one other British Prime Min-
ister have followed in his footsteps.

All this, I suspect, would evoke from
Churchill a reaction something like Lin-
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coln’'s description of the man tarred and
feathered—and ridden out of town on a rail:
“If it wasn't for the honor of the thing, I'd
rather walk.” Winston Churchill sought to
be memorable—but I am certain that he
would rather be remembered for what he
actually said and believed, and not have his
remarks misused as an all-purpose proof
text for the prevailing policies of the hour.
He spoke so often and so well over so many
years that by taking selected words out of
their context, or whole speeches out of the
context of their times, virtually anyone who
is clever enough can quote Churchill to suit
his own purposes.

So what did he really say at Fulton, Mis-
souri—what did he mean—and how does it
apply today?

First, as one of the architects of the
Grand Alliance, he, in effect, recognized the
tragic reality of its dissolution. No one else
of similar authority had said what he did so
plainly or so publicly before. And this, too,
he had foreseen. At the Cairo Conference in
1943, he told Harold MacMillan of his fears
about the rise of Soviet power—and the fail-
ure of the West to observe and respond to
the danger.

Second, he traced the roots of the dawn-
ing conflict to Soviet territorial ambitions.
As he put it, “What they desire is the fruits
of war and the indefinite expansion of their
power and doctrines.”

Power and doctrine—Winston Churchill
had read history and he knew that ideology
was not simply or solely the reason for
Soviet aggression and subversion; it was, in
sinister combination, the rationalization of
conquests otherwise coveted. The Soviet
Commissars were fulfilling, on a grander
scale, the expansionist ambitions of the
Russian Czars. This continuing, expansion-
ist impulse was felt in Eastern Europe in
the 1940s; it is felt in Afghanistan today.

Third, he urged the West to be firm—in
the form of both closer British-American as-
sociation and a new European unity—from
which, he said, “no nation should be out-
cast.” Already again prophetically, he was
anticipating the then almost unimaginable
reapproachment between France and Ger-
many. Most of all. Churchill gently warned,
firmness required American involvement; we
cannot afford, he said in politer words than
these, a repetition of the catastrophic Amer-
ican retreat from international responsibil-
ity after World War 1.

He saw the emerging parallel in 1946; in
less than a year, the United States Army
had shrunk by nearly 90 percent. The boys
were coming home—but Churchill was re-
minding us that now all Europe and the
world were our neighborhood.

He was looking toward a system of collec-
tive security; he was anticipating NATO by
three years, each yvear marked by recurrent
and escalating crisis with the Soviet Union.
So he asked the Western powers “to stand
together"—and he concluded: “There is
nothing [the Russians] admire so much as
strength, and there is nothing for which
they have less respect than weakness, espe-
cially military weakness.”

It is at this point, for the most part, that
the reading, citation, and interpretation of
the Fulton speech all stop. Probably that is
because it was Churchill’s sounding of the
alarm about Soviet misdeeds which drew
the most attention and the most controver-
sy at the time. Indeed that aspect of the
speech aroused nearly violent protest
among many Americans, who once again
were hoping that they had finished the war
to end all wars. In New York a few days
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after Fulton, the police had to be called out
to protect the former British Prime Minis-
ter from hostile demonstrators parading
outside the Waldorf-Astoria, where he was
staying.

To the extent the “Iron Curtain” speech
is seen and cited as a powerful and historic
warning against an emerging and ruthless
adversary, we can say of this interpretation:
so far, so true. We can largely say this, even
when, as frequently happens, the interpre-
tation ignores the subtleties of Churchill’s
argument. But if we stop here, if that is all
we see in the speech, then all we are getting
is a half-truth.

There are three other points Winston
Churchill made at Fulton which apply with
equal force today—but which do not seem to
be as clearly heard and heeded in the coun-
cils of power.

First, the address was a plea for peace, not
conflict. It began with the reminder that
“our supreme task and duty is to guard the
homes of the common people from the hor-
rors and miseries of another war.” Churchill
viewed that prospect with undisguised ap-
prehension. He spoke of future world con-
flict, and I quote, “as incomparably more
rigorous than what the world had just been
through. The Dark Ages may return, the
Stone Age may now return on the gleaming
wings of science, and what might shower im-
measurable material blessings upon man-
kind may even bring about its total destruc-
tion."

Forty years ago, when the West held a
temporary nuclear monoply, Churchill was
not talking of “winnable” nuclear wars; he
was worried about nuclear wars in which
the only winner would be death. And to
him, even then, the issue was urgent:
“Beware I say: time may be short. Do not
let us take the course of allowing events to
drift along until it is too late.”

Second, the former and future Prime Min-
ister insisted that there was a basis on
which to deal with the Soviets. He had
stated it before, shortly after the outbreak
of the war in 1939. In another famous
phrase which is also usually only half-
quoted, he said: “Russia ... is a riddle,
wrapped in a mystery, inside an enigma; but
perhaps there is a key. The key is Russian
national interest.”

The part about national interest is invari-
ably the part of the speech that is left out.
But in 1946, at Fulton, Churchill identified
precisely what that interest was: The Sovi-
ets might want expansion, but they did not
want war. The inevitable truth of that prin-
ciple, in the atomic age, still eludes foolish
and dangerous people on both sides of the
Iron Curtain, who assume that on the other
side, a first strike is being planned, a nucle-
ar exchange is being actively considered—
and therefore, arms control is an impossible
dream or an undesirable snare. To them,
Churchill replied, forty years in advance:
“What we have to consider . . . is the per-
manent prevention of war."” This, he be-
lieved, was in the Russian interest as surely
as our own.

Third, Winston Churchill was convinced
that the West should actively pursue what
he called “a good understanding with the
Russians . . . There is the solution which I
would offer to you. . . ."

He was to expand on this theme again and
again. At the Conservative Party Confer-
ence in North Wales in 1949, during the
most frigid days of the Cold War, he called
on the West to take the initiative in opening
talks with the Soviets. This time, it was the
hawks who assailed him. They and their ide-
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ological descendants perfer to edit Fulton,
to forget the Party Conference, and to ne-
glect the sweeping proposal of Churchill's
second Prime Ministership in 1953.

After Stalin's death in March of that year,
the new Soviet regime appeared to Church-
ill to be signaling, in various ways—for ex-
ample, in the Austrian treaty negotiations—
a new readiness to reduce tensions. He be-
lieved there was at least a glimmer of light,
a possibility of progress. He told President
Eisenhower in a letter: “A new hope has
been created in the unhappy, bewildered
world.” And he suggested that the West
make a new approach to Moscow. He wrote
in a top secret message: “If we fail
to . . . seize this moment’s precious
chances, the judgment of future ages would
be harsh and just.”

The moment, unfortunately, remained un-
seized. John Foster Dulles and some in his
own Foreign Office accused Winston
Churchill of starting down the road of ap-
peasement. As the recently published diary
of his private secretary, Sir John Colville,
recounts, it was one of the bitter moments
of Churchill’s life when Eisenhower reject-
ed the policy of negotiation.

The issue is not whether the policy surely
would have worked; many of his friends con-
ceded that at that time it might very well
have failed. But Winston Churchill was
steadfast in believing that it should be tried.
As he said in 1955, in one of his last, great
speeches to Parliament, “I have hoped for a
long time for a top-level conference where
these matters can be put plainly and blunt-
ly"—and he was talking then specifically
about the issue of nuclear weapons.

This is the complete Churchill, not the
hardliners’ conveniently quotable half, He
was, I believe, right about the Soviet

danger—and the nuclear danger. He was
right to warn against appeasement—and
equally right to warn against a rigid, all or

nothing approach to the Russians. Today
his insights, in their full form, still have the
freshness of morning, a crispness which has
not wilted with the years. But we cannot
have his counsel about the Soviets without
his counsel about ourselves: the two parts
are of a single piece, shaped by a single,
subtle mind, the product of a complex and
realistic world view.

Across four decades, Winston Churchill’s
voice and his advice still speak to us and
they come down to this: yes, you can deal
with the Russians—but only if you have
both strength and suppleness, a willingness
to stand your essential ground, and yet to
see a great common interest which tran-
scends inevitable rivalries, regional conflicts,
and petty quarrels.

Now the question is, how have we applied
this prescription in the long passage of time
since the Fulton speech? Sometimes not at
all, sometimes with great uncertainty, and
always with great inconsistency.

In his brief years in office, President Ken-
nedy, who took a special pleasure in confer-
ring the first honorary American citizenship
on Winston Churchill, became the post-war
American leader who seemed to understand
best the Churchill formula of toughness
and negotiation. One Qctober, he prevailed
in the Cuban Missile crisis—a victory which
he then used as an opportunity to seek a
Test Ban Treaty. By the next July, he had
sent Averell Harriman to Moscow to con-
clude the agreement.

It was in many ways a fitting choice of a
negotiator, not least in terms of our topic
today: Just after the Fulton speech,
Churchill and Harriman met in Washington
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for a long private talk. Harriman shared
Churchill’s conclusion, as he reported it in
his notes—that he “was very gloomy about
coming to any accommodation with Russia
unless and until it became clear to the Rus-
sians that they would be met by force if
they continued their expansion . . . ." Sev-
enteen years later, after the Soviet installa-
tion of missiles in Cuba had been met and
repulsed, it was Averell Harriman who initi-
ated, for the United States, the first great
formal accommodation of the post-war era.

Most of the time, however, we appear to
have followed only half the lesson of this
history—to stand fast—and not the other
half—that the stand should not be a stop-
ping place, but a departure point toward
making the world safer for human survival.
Each tough stand, once taken, should be an-
other step in the thousand mile journey
toward peace.

A number of observers had believed—or
hoped—that in his second term, Ronald
Reagan could and would move in this direc-
tion. He certainly does have the same kind
of freedom of action Richard Nixon did
when he reopened the door to China: no one
could accuse him of being soft. Mr. Reagan
surely would not encounter the attacks
from the right visited on Gerald Ford when
he tried to negotiate SALT-II as the 1976
Republican primaries neared. He certainly
would have a far more receptive Senate
than Jimmy Carter found when he submit-
ted an arms agreement in 1979.

Just as a certain measure of strength is a
precondition for negotiating a treaty with
the Soviets, so perhaps a certain measure of
perceived toughness is a precondition for se-
curing its approval here at home. Ronald
Reagan undoubtedly meets that test. Over
and over again, from the beginning of his
Administration, he has attacked the Soviets
as the “focus of evil in the world” and he
has constantly urged larger and larger de-
fense budgets to meet the Soviet threat.

Yet the President and his Secretary of De-
fense, so intent on demonstrating their re-
solve, so fond of quoting Churchill, seem in-
creasingly reluctant to take the full meas-
ure of Churchill's advice. The Administra-
tion talks of arms control; under public
pressure, the President speaks of the unwin-
nability of nuclear war. But our negotia-
tions in Geneva so far resist any compro-
mise on the Star Wars concept, even in
return for the most comprehensive strategic
arms agreement. When the Russians con-
cede ground on the question of intermediate
range missiles in Europe—and agree to a
treaty in this area regardless of what hap-
pens on Star Wars, the Administration re-
ponds by restating its own previous position.

Winston Churchill had a purpose in his
strategy of deploying strength in dealing
with the Soviets. He was, as Sir John Col-
ville says, a leader who adopted a “flexibil-
ity which “may have a certain relevance in
the 1980’s.” His aim, as he himself ex-
pressed it in the Fulton speech, never wa-
vered. He said, “What is needed is a settle-
ment, and the longer this is delayed, the
more difficult it will be and the greater our
dangers will become.” To Churchill, military
strength, divisions, missiles were not an end
in themselves; he armed in order to parley.

On the fortieth anniversary of the Fulton
speech, in the sixth year of the Reagan Ad-
ministration, it is fitting and fair to ask of
them: What is the aim of their policy? Do
they expect—by military intimidation or
economic exhaustion—to bring the Soviet
system down—something that Churchill,
one of the original anti-Bolsheviks, consid-
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ered foolhardy in the atomic age? If so, do
they expect the Soviets to go gently into the
twilight of their diminishing power—or ab-
jectly accept an internal collapse?

These are not realistic hopes, but danger
fantasies—and we should pray that no one
in office really has such irrational views.
Perhaps the Administration's stubbornness
is a bargaining strategy. But the strategy
can be justified only if, at the end of the ne-
gotiating process, there is a negotiated
agreement.

I would be more encouraged if the Presi-
dent would read the entire Fulton speech
and Winston Churchill's other post-war
writings. He would discover that the spirit
of Winston Churchill was one of both reso-
lution and conciliation; of magnanimity
based on strength—and that is the spirit the
world urgently needs today.

In short, we should recall that Churchill
entitled his Fulton speech “The Sinews of
Peace"—not war. And I would like to close
with some words which he was composing at
nearly the same time he was drafting the
speech. He wrote:

“Those who are prone by temperament
and character to seek sharp and clear-cut
solutions of difficult and obscure problems,
who are ready to fight whenever some chal-
lenge comes from a foreign Power, have not
always been right. On the other hand, those
whose inclination is to bow their heads, to
seek patiently and faithfully for peaceful
compromise, are not always wrong. On the
contrary, in the majority of instances they
may be right, not only morally but from a
practical standpoint. How many wars have
been averted by patience and persisting
good will! . . . How many wars have been
precipitated by firebrands! How many mis-
understandings which led to war could have
been removed by temporizing! How often
have countries fought cruel wars and then
after a few years of peace found themselves
not only friends but allies!”

These words are from the first volume of
Winston Churchill’'s World War II memoirs,
in preparation even as he traveled to Mis-
souri. He called the volume “The Gathering
Storm.” We would be well advised today to
heed his warning, to hear the real Churchill
voice and views.

For now we must deal with the potentially
even more cataclysmic storm gathering in
our own time.e®

BALTIC FREEDOM DAY

® Mr. LAUTENBERG. Mr. President,
I am a cosponsor of Senate Joint Reso-
lution 271, a resolution to declare June
14, 1986, Baltic Freedom Day, and I
wish to express my concern and sup-
port for the courageous people of Lith-
uania, Latvia, and Estonia.

The year 1986 marks the 46th anni-
versary of Soviet occupation of these
countries. In 1940, Joseph Stalin’s Red
army invaded the borders of the three
autonomous nations of Lithuania,
Latvia, and Estonia. Each one had its
own culture, national identity, and tra-
ditions. By invading these clearly inde-
pendent states, the Soviet Union vio-
lated the Helsinki Final Act, an agree-
ment it had voluntarily signed.

Throughout the illegal incorpora-
tion into the Soviet Union, the people
of Lithuania, Latvia, and Estonia have
endured great hardship. Over 600,000
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Baltic people have been deported to
gulags in Siberia and elsewhere. And
the Soviets have stripped these people
of a great part of their cultural, reli-
gious, and national traditions through
their deliberate policy of russification.
The Soviet Union has attempted to
cut over 5 million people off from
their cultural heritage.

But 1986 represents another anni-
versary as well. It is the fifth consecu-
tive year that the Congress has desig-
nated June 14 as Baltic Freedom Day.
The United States is known the world
over as a protector of liberty. We cher-
ish the right of every person to par-
ticipate in the activities and traditions
of his or her own culture and religion.
For this reason, we must show our
continued support for those brave in-
dividuals who, despite their oppres-
sion, still dare to long for freedom.

Mr. President, I urge my colleagues
to proclaim June 14, 1986, and every
June 14 that follows as Baltic Free-
dom Day so long as Lithuania, Lativa,
and Estonia are not free. We must do
so to clearly express our vehement op-
position to the capture and occupation
of these countries. And, as representa-
tives of a nation that believes in the
right of all people to be free, we must
communicate our continued recogni-
tion of their oppression, and our con-
tinued solidarity with their cause.@

AMENDMENTS TO THE HOME
AUDIO RECORDING BILL

® Mr. MATHIAS. Mr. President, I
would like to share with my Senators
the amended and improved version of
S. 1739, the home audio recording bill,
that the Subcommittee on Patents,
Copyrights, and Trademarks recently
approved for consideration by the full
Judiciary Committee.

I joined with 10 Senators to intro-
duce S. 1739 in an effort to ensure
that copyright owners are properly
compensated for the unauthorized
home taping of their work. Uncompen-
sated home taping is inconsistent with
basic copyright principles and under-
mines the property rights of holders
of copyrights in recorded music. The
lost income is particularly troubling
because it reduces incentives for the
investment of time, money and crea-
tivity in America's music. In recent
years, the proliferation of easy-to-use
audio recording equipment—including
dual port and high-speed machines—
and the concomitant increase in the
amount of home taping has exacerbat-
ed these problems and sharpened the
challenges to our constitutional re-
sponsibility to promote the progress of
the arts. The vigorous response of the
subcommittee to this challenge is thus
particularly gratifying.

The amended bill retains the basic
framework of the bill initially intro-
duced. The legislation would still
amend the Copyright Act to permit in-
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dividuals to copy music for private use
and, in return for that privilege,
impose a modest royalty on the tools
used to copy copyrighted material.

The most significant improvement
that the subcommittee made was to
confine that royalty to audio record-
ing equipment. We heard from many
Americans—businesses, charitable
groups, and individual citizens—who
argued that audio recording tape had
diverse uses and did not lend itself to
the royalty arrangement contained in
S. 1739. Their message was, “Don't tax
tape.” We heard them and heeded
them: the amended bill eliminates the
royalty on blank tape of every kind.

The other major improvement to
the bill provides the Copyright Royal-
ty Tribunal [CRT] with comprehen-
sive instructions that assure that the
royalty fees are used to assist develop-
ing musical artists and less popular
forms of music such as classical and
the uniquely American genres of jazz,
folk, and gospel.

Specifically, the amendment pro-
vides support to the aspiring artists
who have not yet completed their
training or had that big break by allo-
cating 2 percent of the royalty fund di-
rectly to the National Endowment for
the Arts.

In addition, the bill maximizes the
incentive for further creative activity
in the field by setting aside a portion
of the collected royalties for the art-
ists who have not yet gained wide-
spread commercial success. It also tells
the CRT how to provide all those who
participated in creating America’s re-
cording music—the composers, lyri-
cists, musicians, vocalists, record com-
panies, and publishers—their fair
share of the royalties.

By approving the Home Audio Re-
cording Act, the subcommittee has
reaffirmed a basic copyright principle:
creative artists deserve compensation
when the fruit of their labor is taken
without permission. I encourage all of
my colleagues to add their names as
cosponsors of the bill as amended and
to join us in this reaffirmation.

I ask that the text of the bill as
amended by the subcommittee, along
with a brief summary of its provisions,
be printed in the RECORD.

The bill and summary follow:

S. 1739

A bill to amend title 17 of the United States
Code with respect to home audio record-
ing and audio recording devices and
media, and for other purposes.

Be it enacted by the Senate and House of
Representatives of the Uniled States of
America in Congress assembled, That this
Act may be cited as the “Home Audio Re-
cording Act.”

Sec. 2. (a) Chapter 1 of title 17 of the
United States Code is amended by inserting
at the end thereof the following new sec-
tion:

June 13, 1986

“§ 119. Limitation on liability: Audio recording

“(a) Avupio RecorpiNG.—Notwithstanding
the provisions of section 106(1), an individ-
ual who makes an audio recording of a musi-
cal work or a sound recording is exempt
from any liability for infringement of copy-
right if the recording made is for the pri-
vate use of that individual or members of
his or her immediate household: Provided,
however, That nothing in this section shall
exempt from liability a person who, for pur-
poses of direct or indirect commercial ad-
vantage, induces, causes or materially con-
tributes to the making of audio recordings
by any individual or entity, by any action
other than the importation, manufacture,
or distribution of audio recording media or
the licensed importation, manufacture, or
distribution of audio recording devices.

“(b) CompPULSORY LICENSE FOR AUDIO RE-
CORDING DEVICES.—

“(1) AVAILABILITY OF COMPULSORY LI-
cENSE.—Notwithstanding the provisions of
section 106(1), the importation into and dis-
tribution in the United States, and the man-
ufacture and distribution in the United
States, of any audio recording device shall
be subject to compulsory licensing if the im-
porter or manufacturer of the device
records the notice, and deposits the state-
ment of account and total royalty fees, spec-
ified by this paragraph.

“(A) The importer or manufacturer shall,
at least one month before the distribution
in the United States of any audio recording
device or within sixty days after the date
this section becomes effective, whichever
date is later, record a notice with the Regis-
ter of Copyrights (hereafter in this section
referred to as the ‘Register’). Such notice
shall include a statement of its identity and
address and a description of any trade or
business names, trademarks, or like indicia
that it uses in connection with the importa-
tion, manufacture, or distribution of audio
recording devices in the United States.
Thereafter, from time to time, the importer
or manufacturer shall record such further
information as the Register shall prescribe
by regulation to carry out the purposes of
this paragraph.

“(B) The importer or manufacturer shall
deposit with the Register, at such times, for
such periods, and in accordance with such
requirements as the Register shall prescribe
by regulation, a statement of account, cover-
ing the pertinent period next preceding,
specifying the number of audio recording
device imported into or manufactured in the
United States during such period, and the
number distributed in the United States
during such period, together with such
other information, and in such form, con-
tent and manner, as the Register shall from
time to time prescribe by regulation. Such
statement shall be accompanied by the total
royalty fee specified in subsection (¢) of this
section for the period covered by the state-
ment, computed in accordance with such
regulations as the Register shall from time
to time prescribe.

“(2)A) INFRINGEMENT.—Notwithstanding
the provisions of paragraph (1), the impor-
tation into and distribution in the United
States, or the manufacture and distribution
in the United States, of any audio recording
device is actionable as an act of infringe-
ment under section 501, and is fully subject
to the remedies provided by sections 502
through 506, 509, and 511, if the notice,
statement of account, or total royalty fee
specified by paragraph (1) has not been re-
corded or deposited, or if the statement of
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account or total royalty fee does not materi-
ally comply with the requirements of para-
graph (1) or any regulations prescribed
thereunder.

“(B) Multiple audio recording devices
shall not be subject to compulsory licensing
under paragraph (1), and the importation
into and distribution in the United States,
or the manufacture and distribution in the
United States of such device shall be action-
able as an act of infringement under section
501, and shall be fully subject to the reme-
dies provided by sections 502 through 5086,
and section 509.

“(3) DEPOSIT OF ROYALTY FEES.—The Regis-
ter shall receive all fees deposited under
this section and, after deducting reasonable
administrative costs, shall deposit the bal-
ance in the Treasury of the United States,
in such manner as the Secretary of the
Treasury shall direct. All funds held by
such Secretary shall be invested in interest-
bearing United States securities for later
distribution with interest by the Copyright
Royalty Tribunal (hereafter in this section
referred to as the “Tribunal’) as provided by
this title. The Register shall promptly
submit to the Tribunal a compilation of all
statements of account covering the perti-
nent periods provided by paragraph (1).

“(4) ALLOCATION OF ROYALTY FEES.—(A)
The Tribunal shall allocate to the National
Endowment for the Arts 2 percent of the
royalty fees available for distribution pursu-
ant to this subsection. The National Endow-
ment for the Arts shall distribute one-half
of such fees to support aspiring lyricists and
composers, and the other one-half of such
fees to support aspiring vocalists and musi-
cians, either directly or through not-for-
profit foundations or similar institutions for
the sole purpose of providing such support.

"“(B)(i) After deducting its reasonable ad-
ministrative costs under subparagraph (H)
of paragraph (5) of this subsection, the Tri-
bunal shall, in accordance with the proce-
dures specified in paragraph (5) and subject
to the requirements of subparagraphs (B)
and (E) of paragraph (5), allocate the re-
mainder of the royalty fees available for dis-
tribution pursuant to this subsection to the
owners of copyrights in musical works and
sound recordings based upon the demand
within the United States for such works.
Such demand shall be calculated by measur-
ing the number of times musical works and
sound recordings were included in radio
transmissions originating in the United
States, and the number of phonorecords of
such works distributed to the public in the
United States, during the period to which
such fees pertain, as adjusted by the extent
to which such radio transmissions or phono-
record distributions resulted in the making
of audio recordings of musical works or
sound recordings by individuals for private
use.

“(ii) In calculating the demand within the
United States for each musical work and
each sound recording for which a claim has
been duly filed pursuant to subparagraph
(A) of paragraph (5) of this subsection, the
Tribunal shall develop a formula that will:
(I) adjust the number of publicly distribut-
ed phonorecords of each sound recording to
reflect the price category at which they
were so distributed; and (II) adjust the
number of times each musical work and
sound recording was included in a radio
transmission to reflect the size of the listen-
ing audience.

“(5) DISTRIBUTION OF ROYALTY FEES.—The
royalty fees available for distribution pursu-
ant to subparagraph (B) of paragraph (4)
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shall be distributed in accordance with the
following procedures:

“(A) During the 30-day period specified by
the Tribunal for each year after the year in
which this section becomes effective, every
copyright owner claiming to be entitled to
compulsory licensing fees under subpara-
graph (B) of paragraph (4), or his or her
agent, shall file a claim with the Tribunal
for fees covered by all statements of account
for periods during the preceding year. Such
claim shall specify the fund against which it
is filed (the Sound Recording Fund under
subparagraph (C) or the Musical Work
Fund under subparagraph (D)), and shall be
in accordance with requirements that the
Tribunal shall prescribe by regulation, Not-
withstanding any provision of the antitrust
laws, for purposes of this subparagraph any
claimants may agree to the proportionate
division of compulsory licensing fees
amongst them, may lump their claims to-
gether and file them jointly or as a single
claim, or may designate a common agent to
receive payment on their behalf.

“(B) Of the funds available for distribu-
tion under subparagraph (B) of paragraph
(4), the Tribunal shall allocate: (i) 75 per-
cent to the Sound Recording Fund; (i) 23
percent to the Musical Work Fund; and (iii)
2 percent to the Musician and Vocalist
Fund.

“(C) The Tribunal shall, within one year
following the conclusion of the 30-day
period referred to in subparagraph (A),
issue an order providing for the distribution
of the funds contained in the Sound Re-
cording Fund, as follows:

“(i) Eighty percent of the Sound Record-
ing Fund shall be distributed to the Sound
Recording Fund claimants under subpara-
graph (A) in direct proportion to the
demand within the United States for the
sound recordings with respect to which
their claims were filed.

“(ii) Incentive Class claimants shall be eli-
gible to share in-the remaining 20 percent of
the Sound Recording Fund. The Incentive
Class shall consist of that 30 percent of the
sound recordings for which the smallest dis-
tributions were allocated under clause (i).
The Tribunal shall specify in its order a for-
mula which takes into account demand
within the United States and which permits
the allocation to the greatest number of
sound recordings in the Incentive Class of
the remaining 20 percent of the Sound Re-
cording FPund without permitting any sound
recording within the Incentive Class to yield
a cumulative distribution from the Sound
Recording Fund in excess of the amount
yielded by a sound recording for which
funds were allocated only pursuant to
clause (i).

“(iii) The Tribunal shall order each claim-
ant to allocate from the funds received
under this subparagraph for each sound re-
cording 60 percent to the recording compa-
ny and a total of 40 percent to the recording
artist or artists featured on such sound re-
cording. The allocation made by the order
shall supercede any provision of a contract
between the recording company and the fea-
tured recording artist or artists that pur-
ports to require or permit a different alloca-
tion of funds received under this subpara-
graph.

“(D) The Tribunal shall, within one year
following the conclusion of the 30-day
period referred to in subparagraph (A),
issue an order providing for the distribution
of funds contained in the Musical Work
Fund, as follows:

“(i) Eighty percent of the Musical Work
Fund shall be distributed to the Musical
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Work Fund claimants under subparagraph
(A) of paragraph (5) in direct proportion to
the demand within the United States for
the musical works with respect to which
their claims were filed.

“(ii) Incentive Class claimants shall be eli-
gible to share in the remaining 20 percent of
the Musical Work Fund. The Incentive
Class shall consist of that 30 percent of the
musical works for which the smallest distri-
butions were allocated under clause (i). The
Tribunal shall specify in its order a formula
which takes into account demand within the
United States and which enables the great-
est number of Incentive Class claimants to
share in the remaining 20 percent of the
Musical Work Fund without permitting any
musical work within the Incentive Class to
yield a cumulative distribution from the
Musical Work Fund in excess of the amount
yielded by a musical work for which funds
were allocated only pursuant to clause (i).

“(iii) The Tribunal shall order each claim-
ant to allocate from the funds received
under this subparagraph for each musical
work, 50 percent to the music publisher and
a total of 50 percent to the composer or
composers and lyricist or lyricists of such
musical work. The allocation made by the
order shall supercede any provision of a con-
tract between the music publisher and the
composer or composers or lyricist or lyricists
that purports to require or permit a differ-
ent allocation of funds received under this
subparagraph.

“(E) The Tribunal shall, within one year
following the conclusion of the 30-day
period referred to in subparagraph (A),
issue an order providing for the distribution
of the funds contained in the Musician and
Vocalist Fund. The Tribunal shall allocate
12,5 percent of such funds to the American
Federation of Television and Radio Artists,
and the remaining 87.5 percent of the funds
to the American Federation of Musicians.
the Tribunal shall reduce such allocations
to the extent necessary to reflect the
demand within the United States (as a por-
tion of total demand) for sound recordings
made by musicians and vocalists not repre-
sented by the American Federation of Tele-
vision and Radio Artists or the American
Federation of Musicians, and shall direct an
appropriate disposition of the remaining
funds after the deduction of such alloca-
tions The Tribunal shall order organizations
receiving funds from the Musician and Vo-
calist Pund to allocate such funds for the
benefit of musicians and vocalists perform-
ing on sound recordings distributed in the
United States, or for the advancement of in-
strumental or vocal musical performances in
the United States.

“(F) If the Tribunal determines that it is
appropriate, the Tribunal may appoint rep-
resentative claimants, or their agents or des-
ignees, to assist the Tribunal in fulfilling
any of the responsibilities described in this
section. The Tribunal shall not, however,
delegate any of its authority provided in
this section, and any decision made by any
such representative claimants, agents, or
designees shall be subject to review and ap-
proval by the Tribunal.

“(G) After the first day of the month fol-
lowing the period established for the filing
of claims under subparagraph (A), in each
year after the year in which this section be-
comes effective, the Tribunal shall deter-
mine whether there exists a controversy
concerning the distribution of royalty fees.
If the Tribunal determines that a controver-
sy exists, the Tribunal shall, pursuant to
chapter 8 of this title, conduct a proceeding
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to determine the distribution of royalty fees
in accordance with this subsection. During
the pendency of any proceeding under this
subsection, the Tribunal shall withhold
from distribution an amount sufficient to
satisfy all claims with respect to which a
controversy exists, but shall have the discre-
tion to proceed to distribute any amounts
that are not in controversy.

“(H) The Tribunal shall deduct from the
funds available for distribution under para-
graph (4)(B) the reasonable costs necessary
to calculate the demand within the United
States for each musical work and each
sound recording for which a claim has been
filed pursuant to subparagraph (A), and any
other reasonable costs incurred by the Tri-
bunal to fulfill its responsibilities as de-
scribed in this section.

*(c) RoYALTY FEES.—

“(1XA) AvUpio RECORDING DEVICES.—The
royalty fee payable under subsection (b) for
each audio recording device imported into
and distributed in the United States, or
manufactured and distributed in the United
States, shall be five per centum of the price
charged for the first domestic sale of such
device.

“(B) DUAL AUDIO RECORDING DEVICES.—The
royalty fee payable under subsection (b) for
each dual audio recording device imported
into and distributed in the United States, or
manufactured and distributed in the United
States, shall be twenty-five per centum of
the price charged for the first domestic sale
of such device.

“(C) ExemprioNs.—The Tribunal shall by
regulation exempt from royalty fees par-
ticular kinds of audio recording devices, if
any, that the Tribunal finds, on the basis of
technical criteria that are relevant to the
purposes of this section, are unsuitable for
making audio recordings by individuals for
private use.

“(D) NoONINFRINGING USES.—The Tribunal
shall by regulation establish a procedure
under which audio recording devices pur-
chased and used only under the circum-
stances specified in this paragraph shall not
be subject to payment of any of the royalty
fees otherwise payable under subsection (b).
Pursuant to this paragraph the Tribunal
shall exempt from royalty fees audio record-
ing devices that—

“(1) are purchased under circumstances
where any part of the purchase price is de-
ductible by the purchaser either as an ordi-
nary and necessary business expense under
section 162 of the Internal Revenue Code of
1954 or as an allowance for depreciation
under section 167 of such Code, or, in the
case of purchases by a nonprofit organiza-
tion, would be so deductible if either section
was applicable; and

“(ii) will not be used for making audio re-
cordings by individuals for private use or for
other infringing purposes in violation of
this title.

“(2XA) ADJUSTMENT OF ROYALTY FEES.—
The fees specified in paragraph (1) shall be
subject to adjustment by the Tribunal in
the fifth calendar year after the date this
section becomes effective, and in each subse-
quent fifth calendar year, in accordance
with the petition procedure described in sec-
tion 804(a)2) of this title and regulations
that the Tribunal shall prescribe. Notwith-
standing the provisions of section 809 of
this title, any final determination by the
Tribunal in the first and any subsequent ad-
justment proceeding under this paragraph
shall become effective thirty days following
its publication in the Federal Register.

“(B) In determining royalty fees under
this paragraph, the Tribunal shall consider,
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in addition to all other relevant factors, the
following criteria:

“(i) the value to an individual of the right
to reproduce copyrighted works pursuant to
subsection (a) of this section;

“(ii) the compensation that would have
been received by copyright owners from dis-
tribution in the United States of phonore-
cords of their sound recordings and musical
works but for private audio recording of
such works;

“(iii) the projected impact of royalty fees
on consumers and the benefits derived by
consumers from the use and availability of
audio recording devices;

*(iv) the benefits derived by importers and
manufacturers of audio recording devices
from the distribution in the United States
of those products;

“(v) the projected impact of private audio
recording on copyright owners;

“(vi) the projected effect of royalty fees
on the structure and financial condition of
the audio recording device importing and
manufacturing industries;

“(vii) the relative roles of copyright
owners and importers and manufacturers of
audio recording devices with respect to cre-
ative and technological contribution to the
development of sound recordings and musi-
cal works;

“(viii) the objective of maximizing the cre-
ation of new sound recordings and musical
works;

“(ix) reasonable estimates of the number
of audio recording devices used in the
United States during a relevant period for
purposes other than making audio record-
ings by individuals for private use if such
purposes are lawful under this title; and

“(x) new technologies for making audio re-
cordings by individuals for private use.

“(C) Any determination by the Tribunal
under this paragraph may distinguish
among different kinds of audio recording
devices, and may establish- different royalty
fees for different kinds of audio recording
devices,

“(d) DeFINITIONS.—AS used in this section,
the following terms and their variant forms
means the following:

“(1) An ‘audio recording’ is a phonorecord
of a musical work or sound recording that
has been reproduced directly from a radio
transmission or from a phonorecord that
has been lawfully made and distributed to
the public.

“(2) An ‘audio recording device' is any ma-
chine or device, now known or later devel-
oped, which can be used for making audio
recordings by individuals for private use,
and which is capable of reproducing the
sounds embodied in a radio transmission, or
in a phonorecord, by means of internal or
external wire, cable or like connection be-
tween the equipment receiving or perform-
ing such sounds and the equipment repro-
ducing them. The term ‘audio recording
device’ includes dual audio recording de-
vices. Such term does not include a device
(A) which can be used by individuals for re-
producing the visual images of an audiovis-
ual work for private use; (B) which is unable
to receive the sounds embodies in a radio
transmission, or in a phonorecord, except by
microphone; (C) which is capable only of
performing such sounds, such as playback
only equipment; or (D) which incorporates a
decoder or similar mechanism that prevents
the device from reproducing, or permits the
device to reproduce, the sounds embodies in
a phonorecord in accordance with special in-
structions encoded in the phonorecord for
that purpose.
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“(3) An ‘audio recording medium’' is any
material object, now known or later devel-
oped, in any form commonly distributed for
use by individuals (such as analog or digital
tape cassettes, cartridges or reels), in which
a musical work or sound recording can be
fixed by use of an audio recording device.

“(4) A ‘dual audio recording device’ is any
machine or device, now known or later de-
veloped, intended for use in private homes,
which can be used for making audio record-
ings by individuals for private use, which is
capable of reproducing the sounds embodied
in a phonorecord by copying such sounds
from a phonorecord in any digital or any
tape format to an audio recording medium
in any digital or any tape format, and which
contains in a single apparatus one cavity for
the insertion of a phonorecord in any such
format and one cavity for the insertion of
an audio recording medium in any such
format.

“(5) The ‘first domestic sale’ of an audio
recording device is the first sale of such
device in the United States to an unrelated
party. For purposes of this paragraph, an
unrelated party is a person who is not con-
trolling, controlled by, or under common
control with the seller, and who is not
acting in concert with the seller in order to
avoid or lessen the obligations of subsection
(b). Control will be deemed to exist if there
is a fifty per centum or greater direct or in-
direct ownership interest between the seller
and such other person.

“(6) A ‘'multiple audio recording device’ is
any machine or device, now known or later
developed, intended for use in private
homes, which can be used for making audio
recordings by individuals for private use,
which is capable of reproducing the sounds
embodied in a phonorecord by coypright
such sounds from a phonorecord in any digi-
tal or any tape format to an audio recording
medium in any digital or any tape format,
and which contains in a single apparatus
one or more cavities for the insertion of a
phonorecord in any such format and two or
more cavities for the insertion of an audio
recording medium in any such format.

“(7) A ‘radio transmission’ is a transmis-
sion of sounds without accompanying visual
images by a broadcast station, cable system,
multipoint distribution service, subscription
service, direct broadcast satellite, or other
means of transmission that is intended for
reception in private homes.".

(b) The table of sections for chapter 1 of
title 17, United States Code, is amended by
adding at the end thereof the following new
item:

“119. Limitation on liability: Audio record-
ing.”.

SEc. 3. (a) Chapter 5 of title 17 of the
United States Code is amended by inserting
at the end thereof the following new sec-
tion:

“g 511. Additional remedy for infringing importa-
tion or manufacture, and distribution of audio
recording devices

“In any action filed pursuant to section
119(b)(2), the court may order that, in addi-
tion to any other remedies provided by this
title, for a period not to exceed ninety days,
the importer or manufacturer shall be de-
prived of the benefit of a compulsory license
under section 119(b)1). In the absence of
such license by reason of such order, any
importation into and distribution in the
United States, or any manufacture and dis-
tribution in the United States, of audio re-
cording devices by such party is actionable as
an act of infringement under section 501,
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and is fully subject to the remedies provided

by sections 502 through 506, 509, and this

section.”.

(b) The table of sections for chapter 5 of
title 17, United States Code, is amended by
adding at the end thereof the following new
item:

“511. Additional remedy for infringing im-
portation or manufacture, and
distribution of audio recording
devices.”.

Sec. 4. Chapter 8 of title 17 of the United
States Code is amended as follows:

(1) Section 801(b)(1) is amended by strik-
ing out “and 116,” in the first sentence, and
inserting in lieu thereof **, 116 and 119,".

(2) Section 801(bX3) is amended by strik-
ing out “and 116,” and inserting in lieu
thereof *, 116 and 119,”.

(3) Section 804(d) is amended by striking
out “or 116,” and inserting in lieu thereof ",
116 or 119,”.

(4) The second sentence of section 809 is
amended by striking out “or 116,” and in-
serting in lieu thereof *, 116 or 119,”.

SEc. 5. SUPPLEMENTARY AND TRANSITIONAL
Provisions.—(a) This Act, and the amend-
ments made by this Act, shall become effec-
tive on July 1, 1987.

(b) Section 501(a) of title 17 is amended by
striking out *“118" and inserting in lieu
thereof “119™.

Amend the title to read as follows: “A bill
to amend title 17 of the United States Code
with respect to home audio recording and
audio recording devices, and for other pur-
poses.”.

SuMMARY OF PROVISIONS OF THE HoME Aupio
RECORDING AcT (S. 1739) (As AMENDED
May 21, 1986, BY SUBCOMMITTEE ON Pat-
ENTS, COPYRIGHTS AND TRADEMARKS)

S. 1739 would amend the Copyright Act to
allow individuals to tape music for private
use from records, compact discs, and prere-
corded tapes, or from the airwaves, without
first securing the permission of the copy-
right holder. In exchange for that privilege,
the bill would impose a modest royalty on
the equipment used to copy copyrighted
music. It also provides for the distribution
of the royalty fees to copyright owners,
with a special emphasis on encouraging
newer artists and less commercially estab-
lished genres.

As amended by the Subcommittee on Pat-
ents, Copyrights, and Trademarks, the roy-
alty is applicable only to audio recording
equipment. It does not apply to any type of
blank tape, nor to:

(1) Equipment used for home video re-
cording (e.g., VCRs);

(2) Audio equipment which can record
only by microphone (e.g., dictation equip-
ment);

(3) Playback-only equipment (e.g., many
“personal stereos’);

(4) Recorders equipped with copy-code
technology to prevent unauthorized copy-
ing;

(5) Equipment purchased for use in a
trade or business, or comparable nonprofit
organization.

For those tape recorders not falling within
one of the exemptions, the royalty rate
would be: 5 percent of the wholesale price
for *“dual-port” equipment, which allow
direct copying—including high-speed dub-
bing—of prerecorded tapes.

The bill would also prohibit the sale of
“multiple-port” equipment, capable of
making more than one copy of prerecorded
tapes simultaneously.
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The royalty fees would be collected by the
Copyright Office, and distributed by the
Copyright Royalty Tribunal (CRT), an ex-
isting agency in the legislative branch of
government with similar responsibilities in
the field of cable television and jukeboxes.
While the original text of S. 1739 contained
general instructions to the CRT for develop-
ing a distribution formula, the amendment
adopted by the subcommittee substitutes a
specific formula that insures that all the
participants in the music recording process
share in the royalties, and that maximizes
the incentive for further creative activity in
the music field.

In summary, the distribution formula
adopted by the subcommittee allocates 2
percent of the royalty fund to the National
Endowment for the Arts, for the support of
aspiring musical artists.

The remainder of the fund is to be distrib-
uted in proportion to the sales and radio air-
play of copyrighted musical recordings, with
certain adjustments that weight the distri-
bution in favor of recordings in the lower 30
percent of the sales and airplay charts. The
amendment also specifies a royalty alloca-
tion applicable to each recording that di-
vides the royalty among the copyright hold-
ers in the sound recording (45 percent), the
featured recording artist (30 percent), the
composer/lyricist (11.5 percent) and pub-
lisher (11.5 percent) of the copyrighted mu-
sical work, and the unions representing
back-up musicians and vocalists (2 percent).
This allocation is somewhat more generous
to composers, publishers and musicians
than the division of existing copyright roy-
alties found in most music industry con-
tracts.

The royalty fees established by S. 1739
would remain constant for five years, after
which the CRT could adjust them in accord-
ance with specified criteria. If enacted, the
Home Audio Recording Act would take
effect July 1, 1987.e

THE RELEASE OF RICARDO
DUQUE

@ Mr. CHILES. Mr. President, we
began this week with the news Fidel
Castro had released Cuban political
prisoner Col. Ricardo Montero Duque.
This decision is a welcome one. Howev-
er, none of us should think this is the
result of a new found compassion or
sense of justice on the part of Fidel
Castro. The decision to grant Montero
freedom is the result of efforts under-
taken by the Senator from Massachu-
setts [Mr. KennNEDY]. The Senator is to
be commended for this effort.

Cuba continues as one of the worst
violaters of human rights. A few pris-
oner releases do not erase its long
record of abuse. Montero’s release
serves to remind us of the freedom of
which he was deprived for so long and
the freedom denied to those languish-
ing in Castro’s jails.

Colonel Montero himself reminded
us that whenever Castro releases polit-
ical prisoners, he keeps others behind
and then continues to imprison more
prisoners. This comes from a man who
knows first hand the harshness of
Cuban justice; cruel and long prison
terms, torture, isolation, physical and
mental abuse. All are tragically com-
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monplace for Cuba’s political prison-
ers. One of those he refers to as being
left behind is fellow 2506 Brigade
member Ramon Conte Hernandez.
Both Montero and Conte were cap-
tured by Cuban forces during the Bay
of Pigs liberation effort. Their long
imprisonment offers but a glimpse of
the hardship encountered by Cuba’s
political prisoners.

Montero was imprisoned for 25 long
and hard years. For Conte, the suffer-
ing continues. He remains the sole re-
maining prisoner captured during the
Bay of Pigs. The release of Montero
should revitalize efforts to free Conte
and the other political prisoners re-
maining in Cuba.

Mr. President, I recently visited “La
Casa de la Brigada,” the headquarters
of the Brigade 2506 veterans. I was
given a tour of the Brigade Home by
its presiding president, Juan Perez
Franco, One of the lasting impressions
I have of my visit to the Brigade Home
is of a wall covered with the pictures
of the fallen members of the Brigade.
They were the faces of young men
eager for the return of liberty to their
beloved homeland. They were pictures
of patriots willing to die in the strug-
gle for democracy.

The Brigade members I met that
evening held the highest respect for
these fallen heroes. I know they are
equally as proud to be welcoming back
a hero who survived the ordeal. Mon-
tero’s life has been dedicated to the
struggle against the totalitarian
Cuban Government of Fidel Castro. I
know the Brigade members rejoice for
his freedom but they will not forget
those who remain. We must never
forget those who remain in Cuba’s
prisons.

Mr. President, I ask that a copy of a
Miami Herald editorial be inserted in
the RECORD.

The editorial follows:

CasTRO's GULAG

Ricardo Montero Duque's 25-year ordeal
ended on Sunday, but it should have ended
in December 1962. That's when the U.S.
Government paid $53 million in food and
medicine to Cuba as ransom for the defeat-
ed Bay of Pigs invasion force. Cuba released
all but nine of the 1,189 captured invaders
then.

These nine men were kept in Cuban pris-
ons for 18 years or longer. Six of them were
released between 1979 and 1984. Mr. Mon-
tero Duque, a commander of Brigade 2506's
Fifth Battalion, is the seventh freed. An
eighth died in prison.

Now only one, Ramon Conte Hernandez,
remains in jail. His and Mr. Montero
Duque’s prolonged incarceration is tangible
evidence that Americas Watch, a New York-
based human-rights organization, is correct
when it says that “there are more long-term
political prisoners in Cuba than anywhere
else in the world.”

Mr. Montero Duque would still be in jail
were it not for the efforts of Sen. Edward
Kennedy, whose intercession came at the
urging of Miami banker Raul Masvidal.
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Both men deserve this community’'s appre-
clation for their efforts.

It’s imperative, however, to renew efforts
to free Mr. Conte Hernandez and the hun-
dreds of political prisoners who remain in
Fidel Castro’s dreary prisons. Some were im-
prisoned relatively recently, but others have
been in jail for decades. Tragically, Mr.
Montero Duque is quite right when he says
that whenever Mr. Castro releases a number
of political prisoners, he always keeps a
small group behind—"and then he makes
some more [prisonersl.”

This is a propitious moment for the State
Department to remind Cuban officials that
civilized countries the world over are ap-
palled at Cuba’s total disregard for human
rights. Senator Kennedy and other individ-
uals who have contracts with Cuba’s govern-
ment should stress the same point. A con-
certed effort will be needed to persuade Mr.
Castro to release all of his political prison-
ers,

Nor should the intercession efforts end
there. It's imperative that the Administra-
tion do as Gregory Craig, Senator Kenne-
dy’s foreign-policy adviser, did in his recent
talks with Cuban officials: Reiterate the
urgent need for Cuba to restore the immi-
gration and refugee agreement that it sus-
pended in May 1985.¢

THE SENATE PAGE BANQUET

Mr. DOLE. Mr. President, on
Wednesday evening, June 11, several
of my Senate colleagues and I partici-
pated in a special tribute to the Senate
pages. At the annual Senate page
“end-of-the-year banquet,” we had the
opportunity to express our apprecia-
tion to 54 of the Nation’s finest young
men and women.

Each and every one of our Senate
pages have devoted countless hours,
unlimited energy, and unabashed en-
thusiasm to the U.S. Senate. I know I
speak for all Senators when I say
thank you. Our pages are a credit to
this great country and are a symbol of
democracy in action. We are all proud
to have worked with them, and it is an
inspiration to every Member of the
Senate to know that these bright, en-
ergetic individuals will be tomorrow’s
movers and shakers.

Mr. President, I ask that the text of
the speeches of the distinguished mi-
nority leader, Senator Byrp from
West Virginia; the distinguished Sena-
tor from South Dakota, Senator
ABDNOR; and the Senator from Kansas
be inserted in the RECORD.

I also want to point out that the dis-
tinguished pro tempore of the Senate,
Senator THUrRMOND, was a featured
speaker at the banquet and delivered a
stirring, off-the-cuff message on free-
dom and the American way. Senator
THURMOND urged the pages to use
their unique experiences on Capitol
Hill to move ahead into the future as
active participants in government and
society.

Our distinguished colleague from
Delaware, Senator BIDEN, also ad-
dressed the group, stressing the need
for tolerance in all walks of life: At
home, at work, and at play. He noted
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that our Nation is comprised of many
different kinds of people, some with
radically different ideologies, and en-
couraged the pages to enter every situ-
ation with an open mind and an open
heart.

And Mr. President, our distinguished
colleague from North Carolina, a man
who is “grandfather” in the eyes of
the pages, Senator HEeLMs, under-
scored the importance of the pages’
“unoffical” role—that of a friend. In
his remarks, he thanked the pages for
their ever-present smiles, laughter,
and cheer, which provided encourage-
ment and made the long hours in the
Senate a little bit easier to bear.

There being no objection, the
speeches were ordered to be printed in
the RECORD, as follows:

REMARKS OF SENATE MAJORITY LEADER Bos

DoLe

First, let me thank all of you for inviting
me to your wonderful banquet. I speak to
many groups during the course of the year,
but this invitation is a special honor because
it comes from my fellow workers on Capitol
Hill.

Believe me, the Senate recognizes, and
fully appreciates, the substantial contribu-
tions you pages make to our daily activities
in Washington. So let me say “thank you"
for all of your hard work;, for the long
hours; for putting up with menial tasks; and
for tolerating 100 Senators. Your selfless
dedication is much appreciated. But that's
not to say your efforts are unrecognized.

You see, television viewers now have the
opportunity to watch the Senate in action.
And that means millions of Americans are
watching Senate pages: They see you run-
ning back and forth with papers and mes-
sages, carrying lecterns and water glasses;
and having fingers snapped at you. Our
viewers are probably wondering how you
put up with us. But, seriously, I am pleased
that the American people are now learning
the special role you play in the life of the
Senate.

History tells us that pages date back as far
as the snuff boxes and spittoons in the
Chamber., Together, the Senate and its
pages have come a long way.

You are the successors of Grafton
Hanson, a 9-year-old who was appointed to
be the first Senate page by Daniel Webster
and Henry Clay, back in 1827. Hanson—and
other pages in the 19th century—were ex-
pected to keep filled the ink wells and the
sand shakers for blotting ink; and they had
to light the gas lamps, and keep the wood
stoves burning. When messages needed to
be delivered downtown to the executive de-
partments, pages were sent off on horse-
back! And once a week, all pages were
handed tickets to go down to the Capitol
basement and bathe in the large marble
tubs. Come to think of it, running a Xerox
;nachlne doesn’t seem all that rough—does
t?

Well, a few things have changed since
then. But we still depend on our pages. The
U.S. Capitol has served as a unique learning
institution for hundreds of young men—and
an increasing number of young women—
during the past 200 years. Working in the
Capitol, you have had the unique opportu-
nity to see your Government up close and
personal. You didn't have to read a text-
book; you were eyewitnesses, maybe even to
history!
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That's why I'm not surprised that some
pages have returned to Congress as elected
Members of the Senate and House, or as
senior staff members. As far as I'm con-
cerned, there can be no better endorsement
of the page program than those facts. I am
certain your experience has enhanced your
appreciation for our representative democ-
racy, and that as you leave Washington, you
will do so not only better informed about
your Government, but more committed to
becoming an active participant in it—what-
ever career you pursue. I trust this has been
an experience never to be forgotten, and
one about which you will never tire of tell-
ing.

Personally, I want to thank each and
every one of you for your diligence, your
tireless energy, and your enthusiasm. And I
wish you the very best of luck in all future
endeavors. You are fine young men and
women, who have given your best—and de-
serve the best.

REMARKS oF SENATOR ROBERT C. BYRD

In April 1912, the great ocean liner Tilan-
ic struck an iceberg and sank off Newfound-
land. Over fifteen hundred people lost their
lives in that disaster.

In hindsight, experts say that the Titanic
tragedy did not have to happen—that all of
those fifteen hundred people did not have
to lose their lives.

The main problem was not an iceberg, but
that too many people took too much for
granted.

The Titanic's builders took for granted
that their ship was too well built to sink.

The Titanic's officers took for granted
that April was too late for icebergs to be so
far south.

And the Titanic’s owners took for granted
that their ship was so safe that they did not
need lifeboats for everybody aboard.

Taking things for granted can sometimes
be dangerous.

Nobody here tonight was around when
the Titanic sank. But many of us here were
born before the space age. Fifty years ago,
radio was still a novelty. America had few
four-lane highways. For most Americans,
automobiles, and telephones were still luxu-
ries. And the idea of traveling to the Moon
or to Mars was best left for Flash Gordon
serials at Saturday movie matinees.

Most of us who are older do not take for
granted most of the technical marvels of
this age—television, computers, super high-
ways, space rockets, and such. We remember
when we did not have those conveniences.

Many of us also remember when America
was threatened from both the Atlantic and
Pacific Oceans by powerful aggressor na-
tions—Nazi Germany and Imperial Japan.
We remember Americans going off to war,
rationing, air-raid drills, and worrying if our
country could defeat the foreign dictator-
ships arrayed against us.

Many of us also remember a time when
only a few went on to college after high
school, when as much as twenty-five percent
of America's workforce was unemployed,
and when polio scourged whole communities
Eevery summer.

Just as we do not take so much for grant-
ed many modern inventions and technologi-
cal advances, then, we do not take for grant-
ed America's security, the need to keep im-
proving our country, or the possibility that
Americans might not enjoy the standard of
living that we do today if we lose the com-
petitive edge that made our country great.
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Most of the young men and women in this
room were born less than twenty years ago.
You were born into the space age. You were
born into the television and computer ages.
You could not be blamed, particularly, if
you were to take many of today's conven-
iences for granted.

But statistics show that those who serve
as pages on Capitol Hill are a select group.
Often, because of their experience here,
former pages go on to become leaders in
their own right—Senators and Congress-
men, even. Others become leaders in many
other fields.

I want to express to you my appreciation
for your service to us as Senate pages. And I
want to wish each of you every success in
whatever fields into which you go in the
vears ahead.

But as the years go by and as you rise to
positions of responsibility, I hope that you
will not take for granted our country or our
country’s institutions.

As you have followed Senate elections,
and as you have followed Senate debates,
you may have taken those events for grant-
ed. But hundreds of thousands of men and
women over countless centuries suffered
and sacrificed to make our freedoms possi-
ble. Many of the men who signed the Decla-
ration of Independence lost every earthly
possession that they owned. Even while the
dome of the U.S. Capitol Building was being
raised, multitudes of Americans, north and
south, were dying on battlefields not too far
from here,

Every generation has its challenges to
meet. My prayer for you is that the inspira-
tion that you have found here in the Senate
will help each of you to meet the challenges
that your generation will face, that you will
not take your privileges as Americans for
granted, and that you will live up to the
promise and the leadership abilities that
you have shown as pages.

And because of your experiences here, I
hope that you will be able better to meet
those challenges with a positive attitude,
looking for opportunities to make our coun-
try stronger and more prosperous, ever
turning aside from counsels of discourage-
ment and defeat.

I saw them tearing a building down

A group of men in a busy town

With a “ho, heave, ho" and a lusty yell
They swung a beam and the sidewall fell.

I said to the foreman, “are these men
skilled?

The type you would hire if you had to
build?”

He laughed, and then he said, “no indeed,
Just common labor is all I need;

I can easily wreck in a day or two,

That which takes builders years to do.”

I said to myself as I walked away,

“Which of these roles am I trying to play?
Am I a builder who works with care,
Building my life by the rule and square?

Am I shaping my deeds by a well-laid plan,
Patiently building the best I can?

Or am I a worker who walks the town
Content with the labor of tearing down?”

REMARKS OF SENATOR ABDNOR

So far this evening you have heard how
responsible, diligent, and conscientious the
pages are. Well, this may be true most of
the time, but not always. I'd like to set the
story straight with a few stories of my own.

For instance, occasionally while on the
Senate floor or in the cloakroom, I will ask
the pages how they enjoy working on the
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Hill or perhaps what they saw sight-seeing
the past weekend. On several occasions the
pages remarked to me what a wonderful
Sunday brunch they had at Hulihan's, a res-
taurant in Georgetown. Additionally, they
told me what a great deal this brunch was.
Well, after hearing these same comments a
number of times, I began wondering what I
was missing.

This being the case, I decided I would
have brunch there the next weekend I spent
in the city. After arriving at the restaurant
and getting a table, I started searching the
menu for “this great deal.” After a couple of
minutes of looking without finding any-
thing that looked especially cheap, I decided
to ask the waiter what this special was I had
heard so much about. He replied, “Oh,
that's the champagne brunch—all you can
drink for 99 cents.”

Of course I'm sure that Bret Berlin's
friends back in Florida will be speechless
when he tells them how he lounged the
largest bubble bath on Capitol Hill when he
put detergent in the beautiful Longworth
Fountain. And certainly envious when he
tells how he got Lori Olson and Rita Neth-
ing to join him in it.

Probably, if it weren't for tonight, Chad
Moore, Mark Fox, and Martin Heinze would
be telling their friends how after curfew
they used to deactivate the alarm on the se-
curity door between the 3rd and 4th floor so
they could run up to see the girls.

I'm sure as the years pass, these stories
will get better and better as will the story
about how Mary Magner and Debbie Pops
acquired their nicknames, Air and Space, on
a field trip when they were left behind by
the bus at Bob’s Big Boy because they were
in the bathroom.

It seemed that by the end of the term
most of the interns had acquired nicknames.
I understand they call John Brost the
“Beast,” but no one will tell me why. Speak-
ing of John, I got an interesting letter from
Mrs. Corley Bowman, John's chemistry
teacher. It seems that John received a defi-
ciency report because of an unexcused ab-
sence. Well, this didn't seem like John so I
asked him to come to see me. I expected
that John would have some legitimate
excuse and we could get this whole thing
straightened out. When I asked John where
he was he replied, “The beach.”

Finally, I have one last story to tell about
John. I had eight beautiful Omaha steaks
that I was saving for a very special occasion.
Well, you can imagine my surprise when I
open my freezer to find—not just one or two
missing—but all of them gone. Next, I went
to the drawer to get a fork and there were
none there. Looking to see where all my
utensils had disappeared to, I open the dish-
washer to find it jam-packed with just about
all my pots and pans. As you can imagine
that I wasn’t amused. I have a young staffer
who keeps an eye on my place while I'm out
of town who I was getting ready to send to
the unemployment line unless he had a
good reason for this whole thing. Well, he
finally confessed that he was at the beach
that weekend and had lent his keys to none
other than John Brost with the understand-
ing that John was only to use my place as
somewhere to go after the prom for just a
short time before curfew.

Seriously though, I think you're all a
great bunch of kids. Some of us tend to
forget that you are just high school kids—
and most of you would want us to forget it.

Thanks for the great work you do for all
of us. And, may this experience you have
had here on Capitol Hill help you stay inter-
ested in government the rest of your lives.
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50TH WEDDING ANNIVERSARY

OF MORMIE AND DELORIS

O’DELL

Mr. BYRD. Mr. President, I call to
the attention of my colleagues the
50th wedding anniversary of Mormie
and Deloris O'Dell of Mt. Nebo, Nicho-
las County, WV.

The O’Dells were married on June
17, 1936 in Nicholas County, WV.
Mormie is a retired miner from the
Westmoreland Mine No. 2 and is a
past master Mason. Deloris is a
member of the Eastern Star. Mr. and
Mrs., O'Dell are members of the
Spruce Grove Methodist Church.

They are the parents of Shirley Spen-
cer O'Dell and Edria Shanon Young
and the grandparents of Pam, Mi-
chael, Beth, Susan, and Jeanne.

Mr. President, I congratulate them
and their family and friends and wish
them many more years of happiness.

THE MARS PROJECT: JOURNEYS
BEYOND THE COLD WAR

Mr. SIMON. Mr. President, I am
pleased to congratulate my good
friend and distinguished colleague
from Hawaii, Senator MATSUNAGA, on
the recent publication of his book,
“The Mars Project: Journeys Beyond
the Cold War.” It is an important and
timely book, and one that I know will
benefit all of us concerned about our
Space Program and our national secu-
rity.

Sometimes we do not see the obvious
because it makes too much sense. Sen-
ator MaTsuNacAa makes great sense out
of what should be a simple proposition
but which is too often obscured by
cold war politics: we simply have to co-
operate with all space-faring nations
to build a more secure future on the
final frontier. Instead of racing
against each other—the Moon race,
the space station race, and now the
space weapons race—we will all be
better off with international space co-
operation.

The American and Soviet space pro-
grams each have their own strengths,
and we ought to complement instead
of duplicate each other's efforts. De-
spite our best efforts to outbuild each
other in new weapons of destruction,
we still manage to find it within our
better selves to cooperate with one an-
other to save lives, as in the United
States-Soviet-Canadian-French search
and rescue satellite system for ships
and planes in distress. Over 200 lives
have been saved in this remarkable
program, most through the Soviet sat-
ellite.

We have periodically cooperated to-
gether in space, most spectacularly in
the 1975 Apollo-Soyuz link-up. There
is a whole universe to explore out
there, beginning with Mars and our
other neighbors in the solar system.
We need to sit down with the major
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space powers and define a common
agenda. We ought to pioneer the new
worlds in concert with each other, and
pool our financial and scientific re-
sources for the benefit of all human-
ity. Senator MarsunaGa's book is a tes-
tament to this simple but powerful
idea. It is an idea that we all should
keep in mind whenever we think about
defense, space, and arms control. I
highly commend “The Mars Project”
to my colleagues.

I think the big lesson from the book
is the need for space cooperation. A
go-it-alone attitude on the part of the
United States or the Soviet Union or
any other country simply is not realis-
tic for the year 1986 and beyond.

One of the other points that I think
is important is that we have this satel-
lite that the United States, the Soviet
Union, the French, and the Canadians
cooperated on, which lets us know if a
ship is in dire straits out in the water,
and we can cooperate to see that that
ship is rescued. That is the kind of sat-
ellite cooperation, the use of space
jointly, that we should have much
more of.

If we can work together on that kind
of thing more and more, we are going
to find that we will start moving in a
more sensible and rational direction.

Why do we pile up all these weap-
ons? Because we fear each other. Why
do we fear each other? In large meas-
ure, because we do not understand
each other. The more we work togeth-
er, whether it is space or whatever, the
more we will find that we understand
each other. It does not mean that we
are going to like the Soviet system or
they are going to like our system. But
let us not blow up this world.

I think that is one of the important
messages of the book by our colleague.
I commend him for taking the leader-
ship in this matter. Not only is this
body and the other body better in-
formed because of that book, but also,
it is the kind of book which is well
written, and I think the American
people will appreciate it, too. I appre-
ciate what our colleague has done.
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Mr. MATSUNAGA. Mr. President, I
wish to thank the Senator from Illi-
nois [Mr. Simon] for his most gener-
ous remarks and especially for taking
the time to read my book, “The Mars
Project, Journeys Beyond the Cold
War.”

To have the Senator not only read
my book but to come and voluntarily
hear talk in praise of my book is more
than friendship. I truly appreciate the
Senator’s remarks.

Mr. SIMON. I thank the Senator
from Hawaii.

I had the privilege of serving with
him in the House in addition now to
serving with him in the Senate. He
preceded me in the House, he preced-
ed me in the Senate, and he is preced-
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ing most of us in understanding what
we ought to be doing in space.

I commend him.

Mr. PELL. Mr. President, I am de-
lighted to join with my colleagues
today in commending our friend, the
Senator from Hawaii [Mr. MATSUNAGA]
for a valuable and farsighted contribu-
tion to our thinking about future ap-
proaches to the peaceful exploration
of space, “The Mars Project: Journeys
Beyond the Cold War.” In his excel-
lent new book, the Senator brings into
focus the splendid opportunities the
future holds for international coopera-
tion in space.

At this point, we are beset with ques-
tions about the wisdom—or lack of it—
in deploying weapons in space, mind-
ful of the terrible Challenger disaster,
and seized with the problems inherent
in the deteriorated relationship with
the Soviet Union. Accordingly, it is
easy to become so enmeshed in cur-
rent difficulties that we lose sight of
the fact that there are wonderful
future possibilities for us and those
who will succeed us if we are wise
enough to prepare the way now.

Since 1982, the Senator from Hawaii
has introduced seven resolutions deal-
ing with international cooperation in
space. I have supported him whole-
heartedly in those efforts. I was par-
ticularly pleased to join him as an
original cosponsor with the Senator
from Maryland [Mr. MaTtHIAS] of
Senate Joint Resolution 236, which
called for renewed cooperation with
the Soviets in space cooperation and
for the exploration of further oppor-
tunities for cooperative East-West ven-
tures in space, including cooperative
ventures in such areas of space medi-
cine and space biology, planetary sci-
ence, manned and unmanned space ex-
ploration. That resolution was ap-
proved by the Congress and signed
into law by President Reagan on Octo-
ber 30, 1984.

The Senator has been vigorous in his
efforts to identify other endeavors
which could encourage and nurture
greater cooperation, including an
International Space Year in 1992 and
a joint manned mission to Mars.

Senator MATSUNAGA writes:

Pursuit of the cold war is becoming, for
lack of an alternative, the American dream.
We need the Space Age to rediscover the
best in ourselves. It presents America’s lead-
ers with an extraordinary opportunity to de-
velop policies that use democratic openness
as a force for constructive change. Sus-
tained pursuit of those policies will, in turn,
revive and rejuvenate the deepest hopes and
aspirations of the American people. In its
awesome vastness and grandeur, its tran-
scendent opportunities, the Space Age is the
American dream, cast onto a cosmic fron-
tier.

Even while dealing with the bitter reali-
ties of the cold war, the United States
should pursue distinctive Space Age policies
whose objective is to go beyond the cold
war. That task will place a special burden on
the current generation of American leaders,
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forcing them to live in two worlds at once—a
cold war on earth and a new age in space—
until the transition from the first to the
second is completed.

Mr. President, I do not hesitate in
recommending this new work by Sena-
tor MaTsuNAGA to my fellow Members.
It will help us all understand the po-
tential benefits—and pitfalls—as we
move much more deeply into the space
age.

THE MARS PROJECT: A MAINE
DELEGATION VISITS MOSCOW
IN SUPPORT OF A JOINT MIS-
SION TO MARS

Mr. MITCHELL. Mr. President, in
the years immediately ahead, the
United States faces numerous cross-
roads. As a nation, we must confront
issues—and hard choices—ranging
from world trade to nuclear arms con-
trol.

The U.S. Space Program also faces
major crossroads. In May, the report
of the National Commission on Space,
outlined possible challenges for us to
pursue. This past week, we also have
been reminded poignantly of the po-
tential risks of those challenges, with
the release of the report of the Presi-
dential Commission on the Space
Shuttle Challenger accident.

Major organizational changes now
await the National Aeronautic and
Space Administration [NASAl—along
with a renewed commitment to safety,
and design changes in the Shuttle Or-
biter itself. But as the Rogers Commis-
sion pointed out in a “Concluding
Thought” to its report, NASA and the
Space Program are ‘“‘a symbol of na-
tional pride and technological leader-
ship.”

The Commission applauded NASA's
“spectacular achievements of the
past”’—and anticipated ‘“impressive
achievements to come.”

One potential glimpse of achieve-
ments yet to come is provided by our
colleague, Senator MATSUNAGA of
Hawalii, in his recently published book
“The Mars Project: Journeys Beyond
The Cold War.”

Senator MATSUNAGA's book is a state-
ment of hope. It is a masterpiece of
imagination and a blueprint for legis-
lative determination. In one bold
stroke, he addresses the need for the
United States to retain our leadership
in a global economy in the 1990's; the
search for arms control and world
peace; and the directions which our
Space Program should follow.

“The Mars Project’” challenges us to
look beyond the arms race and the
cold war to a joint, cooperative effort
with the Soviet Union to launch a
manned mission to Mars in the 21st
century.

Senator MaTtsunNaca has articulated
an idea which is not a Buck Rogers
fantasy or cosmic pipedream, but
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rather, an opportunity that is within
the outer limits of our grasp.

We already have taken first steps
toward Mars. In 1976—the year of the
American Bicentennial—our Viking I
and II space probes orbitted and
landed on Mars. In 1988, the Soviet
Union will launch an unmanned scien-
tific mission to the Mars moon,
Phobos. In 1990, the United States will
launch its Mars Observer probe.

There is no reason why the United
States and the Soviet Union should
not coordinate these next two sched-
uled missions to Mars, and use them as
a springboard to the future. Together,
we can proclaim 1992 as an Interna-
tional Space Year—the same year as
the 500th anniversary of the discovery
of America by Christoper Columbus;
the T75th anniversary of the Russian
Revolution; and the 35th anniversary
of both the launching of sputnik and
the International Geophysical Year.

The United States and the Soviet
Union already have cooperated in the
1975 Apollo-Soyuz mission. The
achievements of our respective space
programs also are complementary. The
Soviets have extensive experience with
long-duration space flights. Americans
have landed men on the Moon.

A joint American-Soviet mission to
Mars would proclaim a bold frontier
for the entire world. It would look
beyond the strategic defense initiative
to a higher purpose. Instead of “star
wars,” we would embark on a ‘‘star
trek” together. Instead of the destruc-
tive competition of the arms race, it
would represent a ccnstructive, coop-
erative competition with the laws of
physies.

My home State of Maine already has
called on the United States Congress
and the Soviet Union to rise to the
challenge of peaceful space explora-
tion. On February 21, 1986, the Maine
State Legislature adopted a joint reso-
lution calling on our governments “to
do everything within their power to
commit their nations to participation
in a joint Soviet-American manned
space flight to the planet Mars."”

In the spirit of the late Samantha
Smith, the young girl from Maine who
traveled in 1983 to the Soviet Union
on a mission for peace and under-
standing, the resolution of the Maine
State Legislature was carried to
Moscow in April 1986 by a delegation
of 77 Maine high school students and
educators. Leading the delegation was
Mr. William Fortschen, a teacher at
Mountview High School, who previ-
ously had been one of Maine's five fi-
nalists for NASA's “Teacher in
Space”—an honor which finally went
to our neighboring State of New
Hampshire's Christa McAuliffe, who
of course perished in the Challenger
accident.

On April 22, 1986, the Maine stu-
dents visited the Cosmonautics
Museum in Moscow and presented the
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Maine State Legislature’s resolution to
former Apollo-Soyuz Cosmonaut
Alexei Leonov. They also presented
him with a copy of Senator MATsU-
NAGA'S book.

U.S. astronaut Rusty Schweickart
was present at the ceremony.

Four Soviet speakers attempted to
link the proposal of a joint American-
Soviet mission to Mars to the need for
the United States to abandon the stra-
tegic defense initiative—saying that
our nations cannot afford to pursue
both.

But 13-year-old Dallas Brennan of
Maine challenged the Soviet repre-
sentatives, asking why they could not
simply accept the proposal. The Maine
State Legislature's resolution was pre-
sented by children representing the
children of Maine—and the Mars Mis-
sion must not be a pawn in the arms
race, but rather, as an aspiration and
bond between the children of our two
societies.

The Soviets were stunned—and im-
pressed—by young Dallas’ forthright-
ness. They then broke into smiling
laughter and applause when 9-year-old
Edith Webster, another member of
the group, presented the Maine State
flag to Cosmonaut Leonov—and asked
him to please take it with him when
he goes to Mars.

Cosmonaut Leonov will not live to
travel to Mars. But the son or daugh-
ter of a Soviet cosmonaut very well
may—and I can think of no greater
achievement for our nations than if
they are accompanied by one of our
own American sons or daughters.

Mr. President, at this point I ask
unanimous consent to have printed in
the REcorp at the conclusion of my re-
marks, the full text of the Maine State
Legislature’s Mars resolution.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

(See exhibit 1.)

Mr. MITCHELL. Mr. President, like
Senator MAaTsuNAcA and the Maine
State Legislature, I endorse the pro-
posal for an American-Soviet mission
to Mars. We also are not alone, and we
are bipartisan in spirit. Senators Ma-
THIAS of Maryland, PeLL, of Rhode
Island, ProxMIRE of Wisconsin, SiMoON
of Illinois, Kassepaum of Kansas, STAF-
Forp of Vermont, and GorTON of
Washington, who chairs the Senate
Commerce Committee’s Subcommittee
on Space, also support the concept.

A joint mission to Mars will provide
an ideal opportunity for asserting the
U.S. technological leadership. As Sena-
tor MaTsunNaca declares in his book:
“Space is responsive to American in-
stincts * * * American genius works
best when it has room. American inge-
nuity thrives in the expansive physical
environment of a new frontier.”

A joint mission to Mars also repre-
sents a more prudent investment than
the Reagan administration’s strategic
defense initiative—which again, as
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Senator MATSUNAGA writes, “will have
no constructive economic application
and might not even work. Space weap-
ons systems won't provide infrastruc-
ture or constitute stepping-stones for
space exploration and settlement.
They will just sit up there in space, a
trillion-dollar building block to no-
where.”

It will cost the United States at least
$8 billion to construct a space station
by 1993. A manned Mars mission will
cost $40 billion by one estimate. How-
ever, SDI would cost a hundred times
that figure—and represent a tragic di-
version of national resources.

On the other hand, a joint mission
to Mars would spread the costs of
space exploration. It would foster
international cooperation and peace,
not mutual distrust and the spectre of
War.

Moreover, a joint American-Soviet
mission to Mars will necessarily re-
quire the Soviet Union to join in open,
democratic experiments. Again, as
Senator MATSUNAGA so aptly points
out: “Joint activity in space means
open competition, which is inherently
democratizing and favors free enter-
prise.”

A joint mission to Mars would see
levels of cooperation that elude us in
other contexts. The 1975 Apollo-Soyuz
Mission is a historical example. Its
technical imperatives set precedents
for openness, information exchange,
coordination and verification—impor-
tant issues which have otherwise
defied resolution by our arms control
negotiators.

We all share a hope for world peace.
A joint mission to Mars could provide
a vision of that peace.

Men and women must never cease to
reach for the stars. Nations must
never cease to reach out together in
search of peace, in common spirit and
purpose.

If not to ourselves, we owe this com-
mitment to our children, and to future
generations.

ExHIBIT 1
JOINT RESOLUTION

Whereas, a citizen of the State of Maine,
Samantha Smith, has paved the road to un-
derstanding and cooperation between the
people of the United States and the Soviet
Union; and

Whereas, the recent summit meeting be-
tween Ronald W. Reagan, President of the
United States, and Mikhail S. Gorbachev,
General Secretary of the Communist Party
of the Soviet Union, has opened new and ex-
citing avenues for peaceful exchange of cul-
ture and technology; and

Whereas, 75 young students from the
State of Maine will be traveling to the
Union of Soviet Socialist Republics in April
1986, on a mission of friendship and educa-
tion, in an effort to promote greater under-
standing and cooperation between the
people of the United States of America and
the people of the Union of Soviet Socialist
Republics; and
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Whereas, the United States and the Soviet
Union pledged not to introduce nuclear or
other weapons of mass destruction in
Earth’s orbit or on any other celestial body.
According to the treaty ratified in Moscow
and Washington in January 1967, the na-
tions are to “facilitate and encourage inter-
national cooperation” in the scientific ex-
ploration of the Moon and planets and
“shall regard astronauts as envoys of man-
kind;" and

Whereas, joint activities on other planets
are explicitly encouraged by Article I of the
Treaty, which reads: “The exploration and
use of outer space, including the Moon and
other celestial bodies, shall be carried out
for the benefit and in the interests of all
countries, irrespective of their degree of eco-
nomiec or scientific development, and shall
be the province of all mankind;" and

Whereas, further peaceful progress was
made in May 1972, when United States
President Richard M. Nixon and Soviet Pre-
mier Alexei Kosygin signed an agreement
providing for United States-Soviet coopera-
tion in exploring space for peaceful pur-
poses; and

Whereas, joint cooperation was expanded
by the Apollo-Soyuz space linkup in July
1975, between Lt. General Thomas Stafford,
United States Air Force and Major General
Alexel Leonov of the Soviet Air Force; and

Whereas, further Soviet and American
joint activities in planetary exploration
would contribute much toward the achieve-
ment of a lasting peace between our 2 great
spacefaring nations; now, therefore, be it

Resolved, That We, your Memorialists, do
hereby respectfully urge and petition the
President of the United States of America
and the General Secretary of the Commun-
isty Party of the Soviet Union to do every-
thing within their power to commit their
nations to participation in a joint Soviet-
American manned space flight to the planet
Mars; and, be it further

Resolved, That duly attested copies of the
Joint Resolution be transmitted to the
President of the United States of America
and the General Secretary of the Commu-
nist Party of the Soviet Union.
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MATSUNAGA
LEADERSHIP

SENATOR
AMERICA’'S
SPACE

Mr. BYRD. Mr. President, the
Rogers Commission report on the
Challenger disaster has been acclaimed
as professional and through, and it
was. That report has pointed the way
toward resolving the failures of tech-
nology and management which it so
carefully documented as having led to
that catastrophe. It was necessary and
proper that we look back carefully on
the recent history of the Space Shut-
tle Program.

We must absorb and act on the les-
sons we have learned from that pain-
ful inquisition; but, Mr. President, we
are not merely witnessing the end of
one tragic episode in America’s space
program. We stand on the edge of op-
portunity for American leadership for
the peaceful uses and explorations of
space—in our immediate earthly envi-
rons, in the exploration of our solar
system, and in the exploration of deep

AND
IN
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space. Our enterprises and explora-
tions are limited only by our own vi-
sions and our own dreams. It is time
for the United States to reassess, to
look upward again, and to recapture
the imagination of our people here
and mankind everywhere.

Mr. President, the distinguished
junior Senator from the State of
Hawaii, Mr. MaTsu~NaGca, has been a
leader in this body in the area of coop-
erative ventures in space, in articulat-
ing a vision for the future. His timing
could not have been better. He has
just published a book which expresses
his philosophy and proposals on man
and space. His book, entitled “The
Mars Project: Journeys Beyond The
Cold War"” has just been made avail-
able. It is a powerful, persuasive, and
positive prescription for the future of
our space program.

It is upbeat and refreshing, and full
of good ideas. It has been getting ex-
cellent reviews.

The underlying theme of Mr. MaT-
suUNAGA's new book is that the virtues
of openness, a value which he argues
is the greatest asset and the most cen-
tral characteristic of American society,
will redound to our benefit in our
space policy. The same openness that
characterized the Rogers Commission
inquiry, and produced its outstanding
report, will lead to productive ven-
tures, both commercial and scientific,
in space exploration. At one point, he
states:

Open opportunity—open government—
open competition—open communication. I
don’t think Americans fully realize the deci-
sive role that openness has played in the
formation of our values and our institutions.
Other nations have embraced democracy
and capitalism, but none with the same uni-
fied commitment to openness as the United
States. From that commitment comes the
unique dynamism—the mobility, flexibility,
individual freedom—of American society.
Democratic openness s our greatest
strength. Our weakness is a failure to fash-
ion intelligent foreign policies that use it.

Mr. MaTsunaca carefully chronicles
the recent history of cooperation
which has characterized European
space efforts, and shows how even the
Soviets have been willing to engage in
joint ventures. He says, ‘‘space coop-
eration is becoming more international
and governments are insulating it
from short-term policy shifts in order
to pursue its unique long-term poten-
tial.” Mr. MaTsUNAGA believes that the
United States “bears a special respon-
sibility not merely to follow but to
lead in the move toward greater and
enduring cooperation in space.”

He has been tireless in pursuing his
vision. Since 1982, he has introduced
seven resolutions dealing with space
cooperation, one calling for dedicating
1992 as an International Space Year.
He has called for a joint Soviet Ameri-
can manned mission to Mars. He be-
lieves that the 1977 United States-
Soviet space cooperation agreement,
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which was not renewed by the United
States in 1982, should now be dusted
off and renewed.

Mr. President, there is a great deal
to recommend to my colleagues be-
tween the covers of Mr. MATSUNAGA'S
new book. I congratulate him on his
achievement and I commend him for
his dedicated and continuing leader-
ship on the grand theme of American
leadership in the open use and explo-
ration of space. His emphasis on demo-
cratic competition and cooperation is
one to which we can all relate. I look
forward to working with him in the
Senate to make his noble vision a prac-
tical reality for our Nation and for all
people.

Mr. President, I ask unanimous con-
sent that an item from the current
issue of Air & Space, the magazine of
the Smithsonian Institution, be print-
ed in the Recorp at this point. The
item bears the heading “The Mars
Project: Journeys Beyond the Cold
War, by Senator SPARK M. MATSUNAGA,
Foreword by Arthur C. Clarke.”

This is an excellent review of Mr.
MATsUNAGA'S excellent publication.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From Air & Space Magazine, June-July
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THE Mars ProJeEcT: JOURNEYS BEYOND THE
CoLp WAR, BY SENATOR SPARK M. MATSU-
NAGA, FOREWORD BY ARTHUR C. CLARKE

(By Katie Janssen)

Senator Spark Matsunaga asks, “Would
someone in the policy-making councils of
government please look up?" The senator
from Hawaii might better have asked
whether someone would please join him in
doing so. Matsunaga has already looked
up—literally, to the skies, and figuratively,
to the future—and he has seen a refreshing
panorama of possibilities for international
cooperation in space.

Matsunaga does not claim any special
knowledge of space science or exploration,
dating his interest in space only to 1980,
when he first visited the observatory on
Mauna Kea. But perhaps only someone
with this outside perspective could suggest
such radical, but nonetheless essentially
plausible, changes in American space policy.

Since 1982, Matsunaga has introduced
seven Congressional resolutions dealing
with international, particularly American-
Soviet, cooperation in space. One calls for
dedicating 1992—a year significant to both
major space powers, since it is the 500th an-
niversary of Columbus's discovery of Amer-
ica and the 75th anniversary of the Russian
Revolution—as an International Space Year
for “concerted worldwide commemorative
recognition” of progress in space. Most of
the other resolutions propose ways to foster
American-Soviet cooperation in ventures
ranging from space medicine and biological
research to space rescue operations.

But his grandest plan calls for a joint
manned mission to Mars. Repeatedly, the
senator explains his motives: “Allowing
space to become an arena of conflict with-
out first exerting every effort to make it an
arena of cooperation would amount to an
abdication of governmental responsibility
that would never be forgotten.”
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The book reprints Matsunaga's Congres-
sional resolutions (which in themselves
make fascinating reading) and describes the
context—both political and, to some extent,
personal—in which he proposed them.

The senator argues that the logic of day-
to-day politics and the cold war have com-
bined to create a ‘“‘closed loop of insanity"—
a hypothesis best supported by the seeming-
ly unstoppable arms race. Too often, the
senator writes, American foreign policy
simply reacts against Soviet foreign policy.
American space policy has frequently fol-
lowed the same reactive pattern: the Rus-
sians launched Sputnik, which Americans
interpreted as the beginning of a “space
race,” so the U.S. inaugurated an intensive
lunar-landing program. In this, the U.S. has
unnecessarily handed the Soviets a tremen-
dous advantage: the initiative,

Matsunaga suggests that asking the Sovi-
ets to join us in the trip to Mars would be a
step toward taking the initiative ourselves.
There is every indication that the Soviets
would accept such an invitation. Over the
years, the U.S. and the U.S.S.R. have devel-
oped oddly complementary space capabili-
ties, “almost as if the two chief space
powers . .. had unconsciously divided up
the best initial opportunities,” Matsunaga
says. The U.S. has better planetary orbiters,
while the Soviets have better planetary
landers, for example. Cooperation on a
major interplanetary expedition would thus
serve the interests of both nations.

Such a massive project would require
long-term planning on a scale to which
American politicians are unaccustomed—but
the benefits would be enormous. First and
foremost, cooperation requires the open ex-
change of information—an inherently de-
mocratizing process, in Matsunaga's view—
and this exchange would be just as benefi-
cial to us as it would be to the Soviets. The
threat of technology transfer would be
minimal, since most of the technology em-
ployed in the types of missions Matsunaga
envisions is already public knowledge, and
any new technology could be adequately
protected. Cooperation would prevent us
from being “Sputniked” again—and it is
worth noting that the Soviets have made no
secret of their desire to send a manned mis-
sion to Mars. The T5th anniversary of the
October Revolution would be a prime target
date for a Soviet space spectacular. And fi-
nally, Matsunaga posits, cooperation would
establish a precedent for peaceful coopera-
tion and democracy in space that might
prove decisive in shaping the laws by which
space ultimately will be governed.

Matsunaga opposes the militarization of
space. He is an outspoken and persuasive
critic of Star Wars. “Even if the Strategic
Defense Initiative works to perfection and
Soviet ICBMs are rendered ‘impotent,””
Matsunaga writes, “the disease [of arms
build-up] will continue to spread: the Sovi-
ets will simply shift to other strategies of
nuclear deployment even more mad than
MAD [Mutually Assured Destructionl. . . .
An ‘impotent’ nuclear-armed Soviet Union
would present us with problems that would
make Middle East terrorism seem like a
playful lark.”

This is not to say that he sees no role for
the military in space: to the contrary, Mat-
sunaga reminds us that *America’s first and
still most glorious expedition of exploration
was led by two Army officers—Lewis and
Clark.” Drawing on that tradition, the sena-
tor proposes “a space exploration policy
that aligns the Air Force with NASA. NASA
would handle conception and design of all

CONGRESSIONAL RECORD—SENATE

space missions, and the operation of un-
manned missions. To the Air Force would
fall operational direction of manned space
exploration that would be carried out
openly and in cooperation with other space-
faring nations.”

There is much more to this book: a discus-
sion of American strengths and weaknesses
in the global high-tech marketplace, for ex-
ample, and speculation on the role of the
frontier in shaping American history and
national character.

The Senator’'s writing is not elegant—the
jumps between personal autobiography, po-
litical memoir, and policy analysis are some-
times awkward—but Matsunaga is eloquent
in his vision of hope for the future. The
Mars Project could prove to be a tremen-
dously important book, and it certainly
should be read by anyone with an interest
in America’s space program.

Mr. MATSUNAGA. Mr. President, I
would like to thank the distinguished
Senator from West Virginia for his
most generous remarks. My book “The
Mars Project, Journeys Beyond the
Cold War,” is dedicated to the memory
of my deceased father. However, the
opening lines of the book’s
acknowledgments section constitute a
second dedication, and here I quote:

I have had the privilege of serving as a
member of the United States Congress since
1963. To acknowledge fully all that I have
gained in learning and fellowship from my
colleagues in the House of Representatives
and the Senate is an impossible task. I hope
this book will contribute to the ongoing and
open congressional dialogue concerning
United States policy in the Space Age.

This book, Mr. President, is in large
part a statement of respect for the
Congress and of profound gratitude to
my colleagues, both in the House and
in the Senate, for their part in adding
to my learning process and providing
an irreplaceable warm fellowship.
Again, I would like to thank the distin-
guished Senator from West Virginia
for his comments and for taking the
time to read my book.

Mr. BYRD. Mr. President, I thank
the distinguished Senator for his gra-
cious remarks. Again, I compliment
him and thank him for this fine con-
tribution to an exceedingly important
subject.

COMMENDING SENATOR MATSU-
NAGA FOR HIS EFFORTS TO
PROMOTE SPACE COOPERA-
TION

Mr. MATHIAS. Mr. President, over
the past 6 years, the distinguished
Senator from Hawaii, SPARK MATSU-
NAGA, has vigorously pursued an imagi-
native strategy to improve East-West
relations and expand our understand-
ing of the universe. The key to his
strategy is international cooperation
in space. His new book, “The Mars
Project: Journeys Beyond the Cold
War,” offers the world an intriguing
plan for international space coopera-
tion in a conflict-ridden age.

Space is the common frontier of all
mankind. No boundaries have been
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claimed nor fences built. It therefore
offers the international community a
unique opportunity for cooperative ef-
forts.

That is the visionary message of
Senator MATSUNAGA'S book. That is
the vision the Senator wants us to see
when he urges policymakers to “please
look up.” Space opens up a new dimen-
sion of possible cooperative ventures.
By working together on projects in
space, the international community
can make the best use of its diverse re-
sources and limit wasteful duplication
of effort. More importantly, coopera-
tion in space can help moderate inter-
national competition—particularly su-
perpower competition—on Earth. The
Apollo-Soyuz linkup is just one dra-
matic example of how space coopera-
tion can serve this purpose. As Senator
MaTsuNAGA has so eloquently said,

Allowing space to become an arena of con-
flict without first exerting every effort to
make it an arena of cooperation would
amount to an abdication of governmental
responsibility that would never be forgot-
ten.

I have been privileged to work with
Senator MATSUNAGA, Senator PeLL, and
others to make space an arena of coop-
eration. Reviving the United States-
Soviet space cooperation agreement
and mkaing 1992 an international
space year are two critical steps along
this path. We must continue to take
such steps whenever possible. Eventu-
ally, we may be able to attain Senator
MaTsunaca’'s grand goal—a joint
United States-Soviet manned mission
to Mars.

Each cooperative step that we take
along this journey beyond the cold
war may seem small by itself; but
taken together these small steps will
constitute, to borrow the words of Neil
Armstrong, ‘““a giant leap for man-
kind.” Senator MaTsunNacAa has played
an invaluable role in inspiring us to
begin that leap.

Mr. DANFORTH addressed
Chair.

The PRESIDING OFFICER. The
Senator from Missouri.

Mr. DANFORTH. Mr. President, I
ask the Democratic leader if he is now
prepared to entertain the boilerplate
unanimous consent request.

0 1700

Mr. BYRD. Yes, I say to the distin-
guished acting majority leader that
this side is ready to proceed.

the

THE CALENDAR

Mr. DANFORTH. Mr. President, I
would like to inquire of the minority
leader if he is in a position to pass any
of the following calendar items: Calen-
dar No. 676, S. 2069; Calendar Order
683, Senate Joint Resolution 311; Cal-
endar Order 684, Senate Joint Resolu-
tion 357; and Calendar 685, Senate
Resolution 406.
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Mr. BYRD. Mr. President, all of the
calendar orders identified by the dis-
tinguished acting Republican leader
have been cleared on this side, and we
are ready to proceed with action there-
on.

Mr. DANFORTH. Mr. President, I
ask unanimous consent that the calen-
dar items just identified be considered
en bloc, passed en bloc, and that all
committee reported amendments and
preambles be considered agreed to.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

JOB TRAINING PARTNERSHIP
ACT AMENDMENT OF 1986

The Senate proceeded to consider
the bill (S. 2069) to amend the Job
Training Partnership Act, which had
been reported from the Committee on
Labor and Human Resources, with an
amendment to strike out all after the
enacting clause, and insert the follow-
ing:

SHORT TITLE

SectioN 1. This Act may be cited as the
“Job Training Partnership Act Amendments
of 1986™.

TRAINING PROGRAMS FOR OLDER INDIVIDUALS

Sec. 2. Section 124(d) of the Job Training
Partnership Act (hereafter in this Act re-
ferred to as the “Aect’) is amended to read as
follows:

“(d)(1) An individual shall be eligible to
participate in the training program author-
ized by this section—

“(A) If the individual has attained 55
years of age; and

“(BXi) is economically disadvantaged, or

*(ii) has a low income.

“(2) For the purpose of this subsection,
low income includes any individual whose
income is not more than 125 percent of the
poverty guideline established pursuant to
the Community Services Block Grant Act.”.

PRESIDENTIAL AWARDS FOR OUTSTANDING BUSI-
NESS INVOLVEMENT IN JOB TRAINING PRO-
GRAMS

Sec. 3. Part D of title I of the Act is
amended by adding at the end thereof the
following new section:

“PRESIDENTIAL AWARDS FOR OUTSTANDING
BUSINESS INVOLVEMENT IN JOE TRAINING
PROGRAMS

“Sec. 172. (a}1XA) The President is au-
thorized to make Presidential awards for
outstanding achievement by business in the
job training partnership program author-
ized by this Act. The President is authorized
to make such awards to individual executive
officers who, and business concerns which,
have demonstrated outstanding achieve-
ment in planning and administering job
training partnership programs or in contrib-
uting to the success of the job training part-
nership program.

“(B) In making the awards pursuant to
subparagraph (A) of this paragraph, the
President shall consider the effectiveness of
the program for which the award is made.

“¢2) The President is authorized to make
Presidential awards for model progams in
the job training partnership program au-
thorized by this Act which demonstrate ef-
fectiveness in addressing the job training
needs of groups of individuals with multiple
barriers to employment.
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“{b)(1) Each year the President is author-
ized to make such awards under subsection
(a) of this section as the President deter-
gﬁnes will carry out the objectives of this

ct.

*(2) The President shall establish such se-
lection procedures, after consultation with
the Secretary and the Governors of the
States, as may be necessary.”.

WITHIN STATE ALLOCATION

Sec. 4. (a)(1) Section 202(a) of the Act is
amended—

“(A) by striking out “Of" in paragraph (2)
and by inserting in lieu thereof the follow-
l:;g: "fSubject to the provisions of paragraph
(3), of;

‘“B) by redesignating paragraph (3) as
paragraph (4); and

(C) by inserting after paragraph (2) the
following new paragraph:

‘“(3XA) Each Governor may provide that
any service delivery area within a State may
receive more than the allocation for a fiscal
year determined under this subsection for
that fiscal year, but in no event more than
90 percent of the average share or amount
which the service delivery area received for
each fiscal year for the 3 fiscal years prior
to the fiscal year for which the determina-
tion is made.

‘“(B) Each fiscal year in which a Governor
revises the allocation pursuant to subpara-
graph (A) of this paragraph, the Governor
shall reallocate the allocations among serv-
ice delivery areas not affected by the adjust-
ments made pursuant to subparagraph (A)
of this paragraph.”.

(2) For the purpose of determining the
hold harmless for the program year begin-
ning July 1, 1986, under the amendment
made by paragraph (1) of this subsection,
the Governor shall recalculate the 9-month
transition period described in section
161(cX(1) of the Job Training Partnership
Act on a 12-month basis.

(b) The last sentence of section
202(bX3)XB) of the Act is amended by strik-
ing out “which do not qualify for incentive
grants under this subparagraph”.

SERVICES TO YOUTH

Sec. 5. Section 203(bX1) of the Act is
amended by adding at the end thereof the
following new sentence: “For the purpose of
the preceding sentence, the term ‘eligible
youth' includes individuals who are 14 and
15 years of age.”.

SUMMER YOUTH EMPLOYMENT PERFORMANCE

STANDARDS

Sec. 6. (a) Part B of title II of the Act is
amended by inserting at the end thereof the
following:

“REMEDIAL EDUCATION SET-ASIDE AND
PERFORMANCE STANDARDS

“SEec. 255. (a) For fiscal year 1987 and for
each of the three succeeding fiscal years, in
each service delivery area 25 percent of the
amount available for this part for such year
for the service delivery area shall be re-
served for the conduct of remedial educa-
tion programs.

“(b) During the period described in sub-
section (a), the Secretary shall develop
standards to be applied to programs con-
ducted under this part. Such standards may
include (A) improvement in basic education-
al skills, (B) improvement in English lan-
guage proficiency, and (C) attainment of
recognized youth employment competencies
prescribed pursuant to section 106(b)(2)(A).

“{c) Beginning after September 30, 1990,
the Secretary shall establish and apply
standards of performance for programs
under this part based upon subsection (b).".
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(b) The table of contents of the Act is
amended by inserting after item “Sec. 254.”
the following new item:

“Sec. 255. Performance standards.”.

IDENTIFICATION OF DISLOCATED WORKERS

Sec. 7. (a) Section 302(a) of the Act is
amended—

(1) by striking out “or”
clause (2);

(2) by striking out the period at the end of
clause (3) and inserting in lieu thereof a
semicolon and the word “or"; and

(3) by inserting at the end thereof the fol-
lowing:

“(4) were self-employed and are unem-

ployed as a result of general economic con-
ditions in the community in which they
reside or because of natural disasters sub-
ject to the next sentence.
The Secretary shall establish categories of
self-employed individuals and of economic
conditions and natural disasters to which
clause (4) of the preceding sentence ap-
plies.”.

(b) Section 302(d) of the Act is amended—

(1) by inserting “(1)" after the subsection
designation; and

(2) by adding at the end thereof the fol-
lowing new paragraph:

“(2) Whenever the State determines that
it is practicable, the State is authorized, in
carrying out the provisions of this title, to
assist eligible individuals who reside outside
the State but are employed in a labor
market area, part of which is located within
the State or employed in a service delivery
area that is contiguous to a service delivery
area in the State.”.

REFERRAL OF APPLICANTS

Skc. 8. Section 424 of the Act is amended
by adding at the end thereof the following
new subsection:

“(d) The Secretary shall improve the co-
ordination between training programs au-
thorized by this Act conducted in service de-
livery areas and the Job Corps program. In
carrying out the provisions of the preceding
sentence, the Secretary shall assure that ap-
plicants for programs in service delivery
areas should be referred to Job Corps cen-
ters, and vice versa, where the requirement
of this subsection is appropriate and feasi-
ble.”.

at the end of

VETERANS' AMENDMENTS

Sec. 9. (aX1) Section 4(5) of the Act is
amended by inserting after “handicapped” a
comma and the following: “including dis-
abled veterans”.

(2) Section 4(27) of the Act is amended by
adding at the end thereof the following new
subparagraph:

“¢C) The term ‘recently separated veteran’
means any veteran who applies for partici-
pation under any title of this Act within 48
months of the discharge or release from
active military, naval, or air service.

“(D) The term ‘Vietnam era veteran’
means a veteran any part of whose active
military service occurred between August 5,
1964, and May 7, 1975.".

(b) Section 106(b)3) of the Act is amend-
ed by striking out “and offenders” and in-
serting in lieu thereof ‘“disabled and Viet-
nam era veterans, including veterans who
served in the Indochina Theater between
August 5, 1964, and May 17, 1975, and offend-
ers'.

(c) Section 108(cH2¥B)ii) of the Act is
amended by inserting after ‘“‘handicapped
individuals” a comma and the following: “in-
cluding disabled veterans".
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(d) Section 121(c)(10) of the Act is amend-
ed by adding before the period at the end
thereof a comma and the following: “inelud-
ing Veterans' Administration programs’’.

(e) Section 123(c)(1) of the Act is amended
by inserting after “offenders” a comma and
the following: “veterans".

(f) Section 124(b) of the Act is amended
by inserting after “nonprofit private organi-
zations” a comma and the following: “in-
cluding veterans organizations”.

ADDITIONAL EXPERIMENTAL AND
DEVELOPMENTAL PROJECTS AUTHORIZED

Sec. 10. Section 453(a) of the Act is
amended—

(1) by inserting *(1)" after the subsection
designation, and

(2) by adding at the end thereof the fol-
lowing new paragraph:

“(2) From funds made available under this
part, the Secretary may provide financial
assistance for pilot projects for the training
of individuals who are threatened with loss
of their jobs due to technological changes,
international economic policies or, general
economic conditions.”.

PROJECTS FOR SPECIAL POPULATIONS

SEc. 11. (a) Part D of title IV of the Act is
amended by adding at the end thereof the
following new section:

“PROJECTS FOR SPECIAL POPULATIONS

“Sec. 456. In carrying out this part, the
Secretary shall include projects designed to
serve populations with multiple barriers to
employment, such as individuals listed in
section 203(aX2) and individuals not other-
wise targeted for assistance under this Act,
with special consideration for displaced
homemakers and the handicapped.”.

(b)1) Section 4 of the Act is amended by
inserting at the end thereof the following
new paragraph:

“(29) The term ‘displaced homemaker’
means an individual who—

“(A) was a full-time homemaker for a sub-
stantial number of years; and

“(B) derived the substantial share of his
or her support from—

“(i) a spouse and no longer receives such
support due to the death, divorce, or perma-
nent disability of the spouse; or

“(ii) public assistance an account of de-
pendents in the home and no longer re-
ceives such support.”.

(2) The table of contents of the Act is
amended by adding after item “Sec. 455.”
the following new item:

“Sec. 456. Projects for special populations.”.
THE JOB TRAINING PARTNERSHIP ACT
AMENDMENTS OF 1986

Mr. QUAYLE. I am pleased that the
Senate is considering S. 2069, the Job
Training Partnership Act [JTPA]
Amendments of 1986, which I intro-
duced on February 7, 1986. S. 2069 is
the result of oversight activities that
have taken place since JTPA was en-
acted on October 13, 1982.

Senator KENNEDY, the ranking mi-
nority member of the Labor and
Human Resources Committee, is a co-
sponsor of these amendments, as he
was of the original JTPA legislation I
introduced. S. 2069 had bipartisan sup-
port throughout committee consider-
ation and I am confident that it will
also have bipartisan support during
consideration by the full Senate today.
Also, I commend Senator HAaTcH,
chairman of the committee, for his
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leadership during the development
and consideration of S. 2069.

These amendments are based on
oversight findings from the initial im-
plementation period of JTPA, starting
October 1983 and extending through
the end of this month, which marks
the completion of the first 2-year
planning period. During this time, the
Subcommittee on Employment and
Productivity has clearly monitored the
implementation of JTPA through
oversight hearings, site visits, and in-
formal discussions. The subcommittee
also received written comments from
other congressional offices, research
groups, and from State and local pro-
gram operators throughout the coun-
try.

On behalf of myself and my staff, I
would like to thank everyone in Indi-
ana who assisted and advised us on
program operations during oversight. I
applaud my constituents for their dili-
gent commitment to making JTPA an
effective program. In particular, I wish
to thank the Indiana Office of Occu-
pational Development which respond-
ed to our numerous inquiries in a
timely and professional manner.

Many thanks are also due to other
individuals and organizations who
have conducted research and provided
valuable expertise and advice to the
committee members and their staff,
contributing to our oversight findings.
I would like to name just a few of
these organizations that deserve spe-
cial acknowledgment: the Department
of Labor, the National Commission for
Employment Policy, the Cogressional
Research Service, the Government Ac-
counting Office, the Office of Tech-
nology Assessment, the National Gov-
ernor’'s Association, the National Alli-
ance of Business, the National Associa-
tion of Counties, Wider Opportunities
for Women, the Opportunities Indus-
trialization Centers of America
[OIC's], 70,001, the Manpower Devel-
opment and Research Corporation,
and the New England Training and
Employment Council.

To briefly summarize the oversight
findings, testimony indicated strong
and widespread support for the public-
private partnership that is credited for
program success. Witnesses testified
that the increased autonomy and
flexibility accompaning JTPA's decen-
tralized approach is essential to the
continued involvement of the private
sector. There is consensus that, with
the exception of some fine tuning to
enhance the ability of service delivery
areas to meet the goals of JTPA,
changes are not necessary and amend-
ments should be avoided.

I support these findings. In general,
States and service delivery areas
should explore administrative reme-
dies to common problems rather than
seek legislative solutions. When JTPA
was enacted, it was recognized that
program stability is essential for effec-
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tive administration; a factor that con-
tributed to the instability of previous
employment and training programs
was the tendency to legislate frequent
changes. From the time it was enacted
in 1972 to its termination in 1982, the
Comprehensive Employment and
Training Act [CETA] had major pro-
grammatic changes annually. There is
broad agreement that JTPA should
not be subject to the same constant re-
vision. Therefore the amendments we
are considering today are the first of-
fered since the enactment of JTPA.
They neither alter the goals of the act
nor change the new administrative
structure.

Having recognized these points, we
also recognize that legislative changes
are sometimes necessary to ensure pro-
gram stability. Also, the need for sta-
bility must be weighed against the
need to respond to legitimate con-
cerns. In S. 2069, we have attempted
to strike a balance among these com-
peting demands.

Now I will turn to a brief description
of some significant provisions of the
bill.

An amendment that will enhance
program stability authorizes Gover-
nors to apply a hold harmless on allo-
cations to service delivery areas for
title II. The hold harmless level may
be as high as 90 percent and it would
be applied to the average of service de-
livery areas’ share or amount for the
prior 3 years.

This amendment is necessary be-
cause the substate allocation formula
has resulted in extreme fluctuations in
funding levels for service delivery
areas, as high as 25 percent or more in
some cases. These fluctuations inter-
fere with program planning and the
maintenance of an administrative
structure.

Another significant improvement is
a requirement that all service delivery
areas set-aside 25 percent of their allo-
cation for the Summer Youth Pro-
gram, title II-B, to fund a remedial
education component for those youth
who lack basic literacy skills. This pro-
vision will be in effect temporarily,
from fiscal year 1987 to fiscal year
1990. During that time the Secretary
will collect data and develop perform-
ance standards for all aspects of the
Summer Youth Program. In fiscal
year 1991, the set-aside will expire and
the performance standards will be im-
plemented.

This amendment is in response to re-
ports about alarmingly high illiteracy
rates among youth, particularly
among disadvantaged youth. In re-
sponse to this national problem, the
committee believes that funds avail-
able to serve disadvantaged youth
during the summer months should be
used to reduce illiteracy, either

through classroom training or in con-
junction with work experience. Re-
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ports indicate that during the summer
months youth suffer academic loss
which for disadvantaged youth may
contribute to high dropout rates. The
academic loss is particularly important
since the level of education has a
major impact on future success in the
job market.

One other significant change is a
clarification that dislocated farmers
are eligible to participate in the Dislo-
cated Worker Program, title III. Rec-
ognizing that farming is only the most
recent occupation to be affected, the
language has been broadly worded to
permit the Secretary to establish cate-
gories of self-employed individuals eli-
gible for title III.

In conclusion, I believe this package
of amendments to JTPA is noncontro-
versial and that S. 2069 deserves broad
support. I urge my colleagues to ap-
prove these necessary changes. I want
to express my special appreciation to
Renee Coe, of my subcommittee staff,
who worked so hard on this bill.

I ask unanimous consent that a de-
scription of the provisions contained
in S. 2069 be inserted in the RECORD.

There being no objection, the analy-
sis was ordered to be printed in the
REcoRrp, as follows:

SECTION-BY-SECTION ANALYSIS
TRAINING PROGRAMS FOR OLDER INDIVIDUALS

Sec. 2: Add the income eligibility criteria
for the Community Services Employment
Program, Title V of the Older Americans
Act.

PRESIDENTIAL AWARDS

Sec. 3: Establish Presidential Awards to
acknowledge outstanding private sector in-
volvement, through direct and indirect con-
tributions, to the successful operations of
job training programs. Also, establish
awards to recognize outstanding model pro-
grams for serving individuals with multiple
barriers to employment.

WITHIN STATE ALLOCATION

Sec. 4(a); Authorize Governors to use up
to a 90 percent hold harmless on the Title
II-A allocations for service delivery areas,
based on the average allocation for the
three preceding program years.

Sec. 4(b): Authorize Governors to use the
balance of funds available under the six per-
cent setaside for technical assistance to all
service delivery areas.

SERVICES TO YOUTH

Sec. 5: Clarify that, if services are provid-
ed to 14 and 15 year olds for activities such
as pre-employment training, the cost of
those services may be charged to the service
delivery area's credit in meeting the require-
ment to spend 40 percent of its funds on
youth.

SUMMER YOUTH PROGRAM

Sec. 6: Require service delivery areas to
use 25% of funds available for the Summer
Youth program to provide a remedial educa-
tion component for four years. During that
time the Secretary of Labor will collect data
and develop performance standards for the
Summer Youth program. These perform-
ance standards will take effect after Sep-
tember of 1990 at which time the 25 percent
requirement will terminate.
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DISLOCATED WORKERS

Sec. T(a): Expand the eligibility criteria to
authorize the Secretary to establish catego-
ries of self-employed individuals eligible for
services, such as dislocated farmers.

Sec. T(b). Authorize States to serve eligi-
ble individuals who live outside the State
but whose place of employment is within
the State.

REFERRAL OF APPLICANTS

Sec. 8: Require cross referral of appli-
cants, where appropriate, between Job
Corps centers and service delivery areas.

VETERANS

Sec. 9: Insert “including disabled veter-
ans" after “handicapped” in the definition
of community based organizations; add defi-
nitions of “recently separated veteran" and
“Vietnam era veteran"; add “Vietnam era
veteran” to language requiring the Secre-
tary to prescribe performance standards for
national programs; insert “including dis-
abled veterans" following ‘“handicapped” in
language prescribing a waiver of the 30 per-
cent cost limitation for individuals requiring
substantial additional supportive services;
insert “including Veterans' Administration
programs”; in language authorizing the
Governor to coordinate with related Feder-
al, State, and local programs; insert “includ-
ing veterans organizations" after “nonprofit
private organizations” in language authoriz-
ing the Governor to contract with public
and private service providers.

RESEARCH, DEMONSTRATION, AND PILOT
PROJECTS

Sec. 10: Authorize the Secretary of Labor
to conduct pilot projects, with funds avail-
able under Title IV, Part D, to retrain indi-
viduals threatened with the loss of their
jobs due to technological changes, interna-
tional economic policies, or general econom-
ic conditions.

Sec. 11: Require the Secretary to use
funds available for research, demonstration,
and pilot projects, under Title IV, Part D,
for populations with multiple barriers to
employment, with special consideration for
displaced homemakers and handicapped.

Mr. SIMON. Mr. President, I want to
join the majority leader and the dis-
tinguished chairman of the Subcom-
mittee on Employment and Productivi-
ty in support of S. 2069, the Job Train-
ing and Partnership Amendments of
1986. These amendments make minor,
but important changes in the Job
Training and Partnership Act [JTPA]
and are based on extensive hearings
held by the subcommittee. I want to
commend my friend and colleague
from Indiana, Senator DAN QUAYLE,
for his persistence and diligence in
conducting hearings on the implemen-
tation of the JTPA program since its
enactment into law in October of 1982.
The subcommittee, under Senator
QuaYLE's leadership, held extensive
hearings in Indiana and here in Wash-
ington.

S. 2069 makes several significant
changes which I strongly support:
First, a new requirement that 25 per-
cent of funds available for the
Summer Youth Program be spent on a
“remedial education component;”
second, the definition of dislocated
workers is clarified to include self-em-
ployed individuals, especially farmers,
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who have been adversely affected by
farm prices, the availability of credit
and the devaluation of farm land; and
third, several new research and dem-
onstration programs are authorized
for displaced homemakers and for the
retraining of currently employed
workers whose jobs are threatened
with the loss of their jobs to techno-
logical changes, international econom-
ic policies, or general economic condi-
tions.

I am especially pleased that the bill
includes stronger provisions to im-
prove the language and computation
skills of inner-city youth. A summer
job which does not reenforce the aca-
demic program in our public high
schools may place money temporarily
in the pockets of eligible summer
youth, but does nothing to build on
the knowledge and skills they need to
succeed in life.

I also appreciate the chairman’s will-
ingness to work with me to fashion an
amendment to provide for the retrain-
ing of those currently employed but
who may shortly face unemployment.
Under the current law, only those per-
sons who have been notified of their
termination or permanent layoffs are
eligible to receive assistance under
title III, JTPA. Many U.S. manufac-
turers—facing increasingly serious
challenges from high quality, low-cost
foreign competitors—are committed to
keeping as much manufacturing as
possible in this country. To ensure a
continual strong production and em-
ployment base, these companies are
making major investments in the
highest technology available. Most
current State and Federal Govern-
ment programs focus on training costs
for the dislocated worker. While the
need in this area is critical, attention
must also be given to retraining work-
ers faced with the need to upgrade
their job skills to guarantee continued
employment in this high-tech era.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment was agreed to.

The bill was ordered to be engrossed
for a third reading, read the third
time, and passed, as amended.

NATIONAL WOMEN VETERANS
RECOGNITION WEEK

The joint resolution (S.J. Res. 311)
designating the week beginning No-
vember 9, 1986, as ‘“National Women
Veterans Recognition Week,” was con-
sidered, ordered to be engrossed for a
third reading, read the third time and
passed.

The preamble was agreed to.

The joint resolution, and the pream-
ble, are as follows:

S.J. Res. 311

Whereas there are more than one million

one hundred and eighty thousand women
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veterans in this country, representing 4.2
per centum of the total veteran population;

Whereas the number and proportion of
women veterans will continue to grow as the
number and proportion of women serving in
the Armed Forces continue to increase;

Whereas women veterans through honor-
able military service often involving hard-
ship and danger have contributed greatly to
our national security;

Whereas the contributions and sacrifices
of women veterans on behalf of this Nation
deserve greater public recognition and ap-
preciation;

Whereas the special needs of women vet-
erans, especially in the area of health care,
have often been overlooked or inadequately
addressed by the Federal Government;

Whereas this lack of attention to the spe-
cial needs of women veterans has discour-
aged or prevented women veterans from
taking full advantage of the benefits and
services to which they are entitled as veter-
ans of the United States Armed Forces; and

Whereas recognition of women veterans
by the Congress and the President through
enactment of legislation declaring the week
beginning on November 9, 1986, as “‘Nation-
al Women Veterans Recognition Week"
would serve to create greater public aware-
ness and recognition of the contributions of
women veterans, to express the Nation's ap-
preciation for their service, to inspire more
responsive care and services for women vet-
erans and to continue and reinforce impor-
tant gains made in this regard in the last
two years as a result of the designation of
the first and second National Women Veter-
ans Recognition Weeks in November of 1984
and 1985; Now, therefore, be it

Resolved by the Senate and House of Rep-
resentalives of the United States of America
in Congress assembled, That the week be-
ginning on November 9, 1986, is designated
“National Women Veterans Recognition
Week". The President is requested to issue a

proclamation calling upon all citizens, com-
munity leaders, interested organizations,
and Government officials to observe that
week with appropriate programs, ceremo-
nies, and activities.

NATIONAL HISTORICALLY
BLACK COLLEGES WEEK

The joint resolution (S.J. Res. 357)
to designate the week of September
15, 1986, through September 21, 1986,
as “National Historically Black Col-
leges Week,” was considered, ordered
to be engrossed for a third reading,
read the third time and passed.

The preamble was agreed to.

The joint resolution, and the pream-
ble, are as follows:

S.J. Res. 357

Whereas there are one hundred and one
Historically Black Colleges and Universities
in the United States;

Whereas such colleges and universities
provide the quality education so essential to
full participation in a complex, highly tech-
nological society;

Whereas black colleges and universities
have a rich heritage and have played a
prominent role in American history;

Whereas such institutions have allowed
many underprivileged students to attain
their full potential through higher educa-
tion; and

Whereas the achievements and goals of
the Historically Black Colleges are deserv-
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ing of national recognition: Now, therefore,
be it

Resolved by the Senate and House of Rep-
resentatives of the Uniled States of America
in Congress assembled, That the week of
September 15, 1986, through September 21,
1986, is designated as “National Historically
Black Colleges Week” and the President of
the United States is authorized and request-
ed to issue a proclamation calling upon the
people of the United States and interested
groups to observe such week with appropri-
ate ceremonies, activities, and programs,
thereby demonstrating support for Histori-
cally Black Colleges and Universities in the
United States.

HONORING THE ANNIVERSARY
OF ORGANIZED CAMPING IN
THE UNITED STATES

The resolution (S. Res. 406) honor-
ing the 125th anniversary of organized
camping in the United States, was con-
sidered, and agreed to.

The preamble was agreed to.

The resolution, and the preamble,
are as follows:

S. Res. 406

Whereas, in August of 1861, Frederick
William Gunn, headmaster of the Gunnery
School in Washington, Connecticut, set out
with his students on a forty-mile excursion
to Welches Point on Long Island Sound in
the first recorded organized children's
summer camping experience in the history
of our Nation;

Whereas the camp at Welches Point pro-
moted the development and self-discipline
of the participants, and was perceived to
have been a valuable experience for the
young students and adults who pitched
tents and lived for two weeks in the out-of-
doors, doing their own cooking, fishing, and
chores, and enjoying songs and stories by
campfire at night;

Whereas since those origins in the late
nineteenth century, organized camping has
provided young people with activities de-
signed to promote personal growth and de-
velopment skills; to encourage positive be-
havioral change; and to foster the ability to
communicate with both other children and
adults;

Whereas today over eleven thousand
camps, in fifty States, serve four million
young Americans each year; and

Whereas 1986 is the one hundred and
twenty-fifty anniversary of organized camp-
ing in the United States;

Resolved, That due honor and recognition
be accorded the institution of organized
camping in its one hundred and twenty-fifth
year of existence, with the acknowledge-
ment of the contributions that organized
camping has and continues to offer the
youth of America, together with invaluable
opportunities for enhanced mental, physi-
cal, spiritual, and social development.

Mr. DANFORTH. Mr. President, I
move to reconsider the vote by which
the bill and resolutions were passed.

Mr. BYRD. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.
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NATIONAL SAFETY IN THE
WORKPLACE WEEK

Mr. DANFORTH. Mr. President, I
ask the Democratic leader if he is pre-
pared to consider House Joint Resolu-
tion 131.

Mr. BYRD. Mr. President, House
Joint Resolution 131 has been cleared
by all Members on this side, and we
are ready to proceed.

Mr. DANFORTH. Mr. President, I
ask unanimous consent that the
Senate turn to the consideration of
House Joint Resolution 131 dealing
with safety in the workplace just re-
ceived from the House.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

A joint resolution (H.J. Res. 131) to desig-
nate the week of June 15, 1986, as National
Safety in the Workplace Week.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

There being no objection, the Senate
proceeded to consider the joint resolu-
tion.

The PRESIDING OFFICER. The
joint resolution is before the Senate
and open to amendment. If there be
no amendment to be offered, the ques-
tion is on the third reading and pas-
sage of the joint resolution.

The joint resolution (H.J. Res. 131)
was ordered to a third reading, was
read the third time, and passed.

The preamble was agreed to.

Mr. DANFORTH. Mr. President, I
move to reconsider the vote by which
the joint resolution was passed.

Mr. BYRD. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UNIFORMED SERVICES
RETIREMENT SYSTEM

Mr. DANFORTH. Mr. President, I
ask the Democratic leader if he is pre-
pared to move to a House message on
H.R. 4420.

Mr. BYRD. There is no objection on
this side.

Mr, DANFORTH. Mr. President, I
ask that the Chair lay before the
Senate a message from the House of
Representatives on H.R. 4420,

The PRESIDING OFFICER laid
before the Senate the following mes-
sage from the House of Representa-
tives:

Resolved, That the House disagree to the
amendment of the Senate to the bill (H.R.
4420) entitled “An Act to amend title 10,
United States Code, to revise the retirement
system for new members of the uniformed
services, and for other purposes”, and ask a
conference with the Senate on the disagree-
ing votes of the two Houses thereon.

Ordered, That the following are appointed
as conferees: Mr. Aspin, Mr. Price, Mr.

Bennett, Mr. Montgomery, Mr. Dickinson,
Mrs. Holt, and Mr. Hillis.




13744

Appointed as additional conferees: For the
consideration of titles I-III of the House
bill, and sections 1-12 of the Senate amend-
ment; Mrs. Schroeder, Mr. Skelton, Mr. Sisi-
sky, Mr. Robinson, Mr. Bustamante, Mr.
Hunter, Mr. Bateman, and Mr. Sweeney.

For the consideration of title IV of the
House bill, and sections 13-15 of the Senate
amendment: Mr. Stratton, Mr. Nichols, Mr.
Daniel, Mr. Dellums, Mr. Mavroules, Mr.
Whitehurst, Mr. Spence, Mr. Badham, and
Mr. Stump.

Mr. DANFORTH. Mr. President, I
move that the Senate insist on its
amendment, and agree to the confer-
ence requested by the House, and that
the Chair be authorized to appoint
conferees on the part of the Senate.

The motion was agreed to, and the
Presiding Officer [Mr. DURENBERGER]
appointed Mr. GOLDWATER, Mr. THUR-
MOND, Mr. WARNER, Mr. HUMPHREY,
Mr. CoHEN, Mr. QUAYLE, Mr. EasT, Mr.
WiLsoN, Mr. DENTON, Mr. GRAMM, Mr.
NuUNN, Mr. SteEnwNis, Mr. HarT, Mr.
Exon, Mr. LeviN, Mr. KENNEDY, Mr.
Bingaman, Mr. Dixon, and Mr. GLENN
conferees on the part of the Senate.

Mr. DANFORTH. Mr. President, I
move to reconsider the vote by which
the motion was agreed to.

Mr. BYRD. I move to lay that
motion on the table.

0 1705

REFERRAL OF S. 1793

Mr., DANFORTH. Mr. President, is
the Democratic leader prepared for
the next item before me which is re-
ferral of S. 1793?

Mr. BYRD. Yes, Mr. President, we

are ready on this side to accede to that
request.

Mr. DANFORTH. Mr. President, I
ask unanimous consent that Calendar
No. 657, S. 1793, be referred to the
Committee on Armed Services for a
period not to exceed 45 calendar days,

provided that the Committee on
Armed Services shall consider only
section 3(b) relating to the CHAMPUS
Program.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

EXECUTIVE CALENDAR

Mr. DANFORTH. Mr. President, I
would like to inquire of the minority
leader if he is in a position to confirm
any or all of the following Executive
Calendar nominations: Calendar No.
855, Stephen F. Williams; Calendar
No. 856, William W. Wilkins, Jr.; Cal-
endar No. 857, Douglas P. Woodlock;
Calendar No. 858, William D. Stiehl;
Calendar No. 859, John E. Conway;
Calendar No. 860, Edwin M. Kosik;
Calendar No. 861, Karen LeCraft Hen-
derson; Calendar No. 862, James G.
Richmond; Calendar No. 863, James P.
Jonker; Calendar No. 864, Laurence C.
Beard; Calendar No. 865, Denny L.
Sampson; Calendar No. 866, Patricia
Diaz Dennis; Calendar No. 867, J.
Edward Fox; Calendar No. 868, G.
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Norman Anderson; Calendar No. 869,
John Dale Blacken; Calendar No. 870,
Paul Matthews Cleveland; Calendar
No. 871, Patricia Gates Lynch; Calen-
dar No. 872, Vernon DuBois Penner,
Jr.; Calendar No. 873, Cynthia She-
pard Perry; Calendar No. 874, Chester
A. Crocker; Calendar No. 875, Edward
Noonan Ney; Calendar No. 876, Arch
L. Madsen; Calendar No. 877, James
Albert Michner; and Calendar No. 878,
Lilla Burt Cummings.

Mr. BYRD. Mr. President, on the
several nominations that have been
identified by the distinguished acting
Republican leader, on this side there
are no objections on the part of any
Member. We are ready to proceed with
action thereon.

. EXECUTIVE SESSION

Mr. DANFORTH. Mr. President, I
ask unanimous consent that the
Senate now go into executive session
to consider the nominations just iden-
tified and that the nominations so
identified be considered en bloc and
confirmed en bloc.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

NOMINATION OF WILLIAM D, STIEHL TO BE A

U.S. DISTRICT JUDGE

Mr. SIMON. Mr. President, Bill
Stiehl, a lawyer from Belleville, IL,
has been confirmed for a Federal
judgeship.

Bill Stiehl is going to be a very fine
Federal judge. He has only one liabil-
ity that I know of and that is his party
affiliation. But that does not seem to
have been an insurmountable liability
with the administration and so he has
been nominated, and he will be a good
judge for all the people of that area.

I am very pleased that he has been
nominated. I know I express the opin-
ion of Senator Dixon in this also.

NOMINATION OF WILLIAM D. STIEHL

Mr. DIXON. Mr. President, I have
known Bill Stiehl since childhood. He
is a lifelong resident of Belleville, IL—
my own hometown. He is a great
lawyer and a great public servant.
Most of all he is truly a great friend, a
man I respect on two levels—personal
and professional.

I attest to the integrity of Bill
Stiehl. I attest to his probity, his intel-
ligence, and his capacity for fairness
under the law. William D. Stiehl offers
the southern district of Illinois a rare
opportunity to gain a district judge
with a proven record of honor and
straightforwardness.

After graduating from the Universi-
ty of North Carolina, Bill Stiehl at-
tended the St. Louis University School
of Law. He completed his formal legal
education in 1949. In that year, Bill
Stiehl entered into private practice in
Belleville, IL.

From 1950 to 1952, William Stiehl
served in the Korean war. He was legal
advisor to the naval delegate at the
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Korean Armistice conference. He re-
turned to Illinois in 1952 and began a
universally respected career as a
lawyer and public servant.

From 1956 to 1960, Bill served as as-
sistant State's attorney for St. Clair
County. From 1970 to 1973, he served
as a special assistant attorney general.
He is the president of Belleville Town-
ship High School and junior college
board of education.

Mr. President, I cannot begin to say
enough about the accomplishments
and personal integrity of my friend
William Stiehl. He has never failed his
hometown or his State, and I am cer-
tain he will never fail the law as a U.S.
district judge.

NOMINATION OF WILLIAM W. WILKINS, JR.

Mr. THURMOND. Mr. President, I
rise today to voice my strong support
for William W. Wilkins, Jr., President
Reagan’s nominee to be a judge on the
fourth circuit court of appeals. Judge
Wilkins presently serves as a U.S. dis-
trict judge for South Carolina as well
as chairman of the U.S. Sentencing
Commission.

Judge Wilkins is a native of Green-
ville, SC, a graduate of Davidson Col-
lege, and the University of South
Carolina School of Law. He was editor-
in-chief of the South Carolina Law
Review, captain of the South Carolina
national moot court team, and a
member of the Wig and Robe. During
his senior year in law school, Judge
Wilkins was selected by the faculty as
the outstanding graduate of the year.

After law school, Judge Wilkins
served for 2 years in the U.S. Army.
Upon his discharge from active duty,
he worked as a law clerk to former
Chief Judge Clement F. Haynsworth,
Jr., of the U.S. Court of Appeals for
the Fourth Circuit.

After completing his work with
Judge Haynsworth, Judge Wilkins
served as a legislative assistant for the
Antitrust and Monopolies Subcommit-
tee of the Senate Judiciary Commit-
tee.

In January 1971, he returned to
Greenville and entered the private
practice of law. In January 1975,
Judge Wilkins was sworn in as solicitor
for the 13 judicial circuit. This meant
that he was the State district attorney
for a large judicial circuit. He was re-
elected to that position in 1978. Judge
Wilkins was the first solicitor elected
in South Carolina on the Republican
ticket since Reconstruction. He devel-
oped a reputation as a fearless and vig-
orous prosecuting attorney yet one
who always treated everyone fair and
eqgual.

Judge Wilkins was appointed U.S.
district judge for the district of South
Carolina on July 22, 1981, and thus
became the first Federal judge ap-
pointed by President Reagan. In addi-
tion to performing his duties on the
district level, Judge Wilkins has served
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as an appellate judge on the fourth
circuit by designation.

In October 1985, President Reagan
appointed Judge Wilkins Chairman of
the U.S. Sentencing Commission. He
was served diligently and enthusiasti-
cally in that capacity.

Judge Wilkins compiled a fine record
as public servant. During his tenure on
the district court in South Carolina,
he demonstrated that he is a man of
courage and ability. Judge Wilkins is
committed to hard work and is deserv-
ing of the highest marks for judicial
temperament. I was very pleased to
recommend Judge Wilkins to Presi-
dent Reagan and I am confident that
he will be an outstanding circuit court
judge. I urge my colleagues to vote for
his confirmation.

NOMINATION OF KAREN LECRAFT HENDERSON

Mr. THURMOND. Mr. President, I
am very pleased today to recommend
Mrs. Karen L. Henderson for confir-
mation as U.S. district judge for the
district of South Carolina. Mrs. Hen-
derson was born in Oberlin, OH. She
graduated in 1966 from Duke Universi-
ty where she received her bachelor of
arts degree. Mrs. Henderson then en-
tered the University of North Carolina
School of Law and received her juris
doctorate degree in 1969. From 1969-
71 she was a practicing attorney in
North Carolina, and in 1973 she passed
the South Carolina bar examination.
From 1973-82, Mrs. Henderson served
with distinction with the office of the
attorney general for the State of
South Carolina. In this capacity she

served as assistant attorney general

from 1973-78. From 1978-82, she
served as senior assistant attorney
general and director of the special liti-
gation section. In 1982, she served as
the first woman deputy attorney gen-
eral and director of the criminal divi-
sion. In 1983, Mrs. Henderson joined
the law firm of Sinkler, Gibbs &
Simons, where she has continued to
prove herself as a very able attorney.
Mrs. Henderson, who will be the
first woman appointed to the Federal
court in South Carolina, brings to the
bench impressive qualifications and a
legal background that is well suited to
the Federal district court. Her areas of
specialization have included constitu-
tional law as well as criminal and ad-
ministrative law. She is a woman of
ability, integrity, and independence.
Mrs. Henderson is a dedicated and
trustworthy individual whose commit-
ment to justice for all is exemplified
through the courage of her convic-
tions. Mrs. Henderson's outstanding
record speaks for itself. She has the
experience and the judicial tempera-
ment to become an outstanding judge
for the district court. It was with con-
siderable pride that I recommended
Mrs. Henderson to President Reagan
for this very important position, and I
urge my colleagues to vote in favor of
Karen Henderson for the position of
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district court judge for the district of
South Carolina.

NOMINATION OF DOUGLAS P. WOODLOCK

Mr. KERRY. Mr. President, I sup-
port the nomination of Douglas P.
Woodlock as a Federal judge for the
U.S. District Court for the District of
Massachusetts. I will vote in favor of
his confirmation, and I urge my col-
leagues to do so as well.

I have spoken many times, on the
floor of the Senate and elsewhere,
about my concern over the trend
toward ideological “litmus tests” for
the Federal judiciary. I am pleased to
note that Douglas Woodlock does not
fall into that category. Mr. Woodlock
is a first-rate nominee for the Federal
bench, and one whom I am pleased to
support. He is an extremely able
lawyer, and I know that he will be a
fine Federal judge for Massachusetts.

Douglas Woodlock comes to the Fed-
eral bench well prepared by a wide
range of legal experience. He is cur-
rently a partner with. the distin-
guished firm of Goodwin, Proctor &
Hoar in Massachusetts, where he has
engaged in securities, trade regulation,
constitutional law, criminal law, land
use, and corporate litigation. Prior to
this, Mr. Woodlock was a special as-
sistant to the New England Organized
Crime Strike Force, where he pros-
ecuted drug smuggling cases. He also
served from 1979-82 as assistant U.S.
attorney in Boston, where he was in-
volved in the investigation and pros-
ecution of crimes of political corrup-
tion, white-collar fraud, and large-
scale narcotics distribution. Mr. Wood-
lock was the recipient of the 1982 “Di-
rector's Award” of the Executive
Office of United States Attorneys in
Washington, DC for his successful
prosecution of several political corrup-
tion cases.

I have met with Mr. Woodlock, and
discussed with him his judicial phi-
losphy, and his concept of the role of a
Federal judge. He has assured me that
he sees himself as neither liberal nor
conservative, but rather as a practi-
tioner of legal craft. I agree with Mr.
Woodlock that the proper role of a
Federal judge is not to promote an ide-
ological agenda, but rather to inter-
pret the law in light of past precedent,
and in conformity with the Constitu-
tion. I an confident that Douglas
Woodlock will fulfill that role fairly
and properly.

Mr. President, I have previously
criticized President Reagan for his ap-
proach to judicial nominations, and
for placing ideology before quality in
too many cases. So I am pleased now
to commend President Reagan for his
selection of Douglas Woodlock as a
Federal judge. In selecting Mr. Wood-
lock, President Reagan has met a high
standard of quality. I hope that we
will see more nominees like Douglas
Woodlock in the future.
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NOMINATION OF JOHN E. CONWAY

Mr. DOMENICI. Mr. President, I
rise in support of the confirmation on
the nomination of John E. Conway to
the U.S. District Court for the District
of New Mexico. Late last year, this
body approved the nomination of
Judge Bobby R. Baldock to the U.S.
Court of Appeals for the Tenth Cir-
cuit. I am pleased that President
Reagan has nominated Mr. Conway to
succeed Judge Baldock on the district
court.

It is fitting that Mr. Conway should
be nominated to replace Judge Bal-
dock on the district court, not only be-
cause both are outstanding members
of the legal profession, but also be-
cause Mr. Conway was selected by the
New Mexico Federal Judicial Selection
Committee as a finalist for the district
court seat to which Judge Baldock
eventually was appointed in 1983. It is
now Mr. Conway's turn to come before
the Senate.

When the vacancy on the district
court occurred, John Conway immedi-
ately came to mind as the candidate to
fill it. He demonstrates the intelli-
gence, high character, temperament,
and diligence which are hallmarks of
American judges. After reviewing Mr.
Conway's background, President
Reagan agreed that Mr. Conway's
qualifications and experience make
him an excellent candidate for the
Federal judiciary and nominated him
for the district court.

Let me share some of Mr. Conway’s
qualifications with you. John Conway
was born in Joplin, MO, in 1934. He at-
tended the U.S. Naval Academy from
1952 to 1956, when he received his
bachelor of science degree. After serv-
ing his country as a first lieutenant in
the U.S. Air Force from 1956-60, Mr.
Conway attended Washburn Universi-
ty Law School. He received his law
degree magna cum laude and was
ranked first in his class. He served as
both editor-in-chief of the Washburn
University Law Journal and president
of the Student Bar Association.

After graduating from law school,
Mr. Conway practiced law with Matias
A. Zamora in Santa Fe. In 1964, he
joined the Wilkinson & Durrett law
firm in Alamogordo. He stayed with
this firm, which eventually became
Durrett, Conway & Jordan, until 1980.
He also served as city attorney for the
city of Alamogordo from 1966-72. Mr.
Conway currently is a partner with
the Albuquerque office of the Mont-
gomery & Andrews law firm.

Mr. Conway has been admitted to
practice before the courts of New
Mexico, both State and Federal, the
U.S. Claims Court, the U.S. Court of
Appeals for the Tenth Circuit, and the
Supreme Court of the United States.

It is noteworthy, since the district
court is the Federal trial court, that
Mr. Conway’'s practice consists pre-
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dominantly of litigation. He, there-
fore, will bring with him to the district
court the experience of many years of
trial practice and the knowledge of the
rules of evidence and procedure which
are so vital to the proper functioning
of our courts. This wealth of experi-
ence is reflected in the fact that the
American Bar Association committee
which evaluated Mr. Conway’s qualifi-
cations for a district court judgeship
unanimously voted to give Mr. Conway
a rating of “well qualified.”

Mr. Conway has a long history of
service to the State of New Mexico. He
served as State senator from Otero
and Lincoln Counties from 1970-80.
He was chosen by his fellow Republi-
can senators to be minority leader of
the State senate from 1972-80. He has
served as chairman of the New Mexico
Judicial Council, the Governor’'s Orga-
nized Crime Prevention Commission,
and the Disciplinary Board of the New
Mexico Supreme Court. He also has
served on the New Mexico State Bar
Judicial Selection Committee, the New
Mexico Medical-Legal Committee,
which is New Mexico’s medical mal-
practice review panel, and the Nation-
al Commissioners on Uniform State
Laws.

He has been involved with a large
number of organizations serving his
profession, including the American
Bar Association, the New Mexico Bar
Association, the Albuquerque Lawyers
Club, the Albugquerque Bar Associa-
tion, and the Otero County Bar Asso-
ciation, of which he served as presi-
dent.

Mr. Conway is married to Karen
Howard Conway. He has three sons,
John, Matthew, and Christopher, and
three stepchildren, Rebecca, Geoffrey,
and Strom Peterson.

I would also like to point out that
my junior colleague from New Mexico,
Senator BincaMaN, as well as Repre-
sentatives LuJan and SKEeN from the
House of Representatives, testified on
behalf of Mr. Conway at his confirma-
tion hearing. This broad and biparti-
san support is indicative of the respect
in which Mr. Conway is held in New
Mexico.

Of course, this is just a brief portrait
of Mr. Conway, but I'm sure that the
Senate will agree that it has before it
a man of extraordinary achievement.
It is easy to see why the President
nominated Mr. Conway for this posi-
tion.

In sum, I would say that John
Conway is well suited by training, ex-
perience, and temperament to serve on
the Federal judiciary. I look forward
to John Conway being able to bring
his unique talents and long history of
service to the U.S. district court. I
hope that the Senate will act favor-
ably on this nomination.

The PRESIDING OFFICER. With-
out objection, the nominations are
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considered en bloc and confirmed en
bloc.

The nominations considered and
confirmed en bloc are as follows:

THE JUDICIARY

Stephen F. Williams, of Colorado, to be
U.8. circuit judge for the District of Colum-
bia Circuit.

William W. Wilkins, Jr., of South Caroli-
na, to be U.S. circuit judge for the fourth
circuit.

Douglas P. Woodlock, of Massachusetts,
to be U.S. district judge for the District of
Massachusetts.

William D. Stiehl, of Illinois, to be U.S.
district judge for the southern district of Il-
linois.

John E. Conway, of New Mexico, to be
U.S. district judge for the district of New
Mexico.

Edwin M. Kosik, of Pennsylvania, to be
U.S. district judge for the middle district of
Pennsylvania.

Karen LeCraft Henderson, of South Caro-
lina, to be U.S. district judge for the district
of South Carolina.

DEPARTMENT OF JUSTICE

James G. Richmond, of Indiana, to be U.S.
attorney for the northern district of Indi-
ana.

James P, Jonker, of Iowa, to be U.S. mar-
shal for the northern district of Iowa.

Laurence C. Beard, of Oklahoma, to be
U.S. marshal for the eastern distriet of
Oklahoma.

Denny L. Sampson, of Nevada, to be U.S.
marshal for the district of Nevada.

FEDERAL COMMUNICATIONS COMMISSION

Patricia Diaz Dennis, of Virginia, to be a
member of the Federal Communications
Commission.

DEPARTMENT OF STATE

J. Edward Fox, of the District of Colum-
bia, to be an Assistant Secretary of State.

G. Norman Anderson, of Florida, a career
member of the Senior Foreign Service, class
of Minister-Counselor, to be Ambassador
Extraordinary and Plenipotentiary of the
United States of America to the Republic of
Sudan.

John Dale Blacken, of Washington, a
career member of the Senior Foreign Serv-
ice, class of Minister-Counselor, to be Am-
bassador Extraordinary and Plenipotentiary
of the United States of America to the Re-
public of Guinea-Bissau.

Paul Matthews Cleveland, of Florida, a
career member of the Senior Foreign Serv-
ice, class of Minister-Counselor, now Ambas-
sador Extraordinary and Plenipotentiary of
the United States of America to New Zea-
land, to serve concurrently and without ad-
ditional compensation as Ambassador Ex-
traordinary and Plenipotentiary of the
United States of America to Western
Samoa.

Patricia Gates Lynch, of the District of
Columbia, to be Ambassador Extraordinary
and Plenipotentiary of the United States of
America to the Democratic Republic of
Madagascar and to serve concurrently and
without additional compensation as Ambas-
sador Extraordinary and Plenipotentiary of
the United States of America to the Federal
and Islamic Republic of the Comoros.

Vernon Dubois Penner, Jr., of New York,
a career member of the Senior Foreign
Service, class of Counselor, to be Ambassa-
dor Extraordinary and Plenipotentiary of
the United States of America to the Repub-
lic of Cape Verde.
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Cynthia Shepard Perry, of Texas, to be
Ambassador Extraordinary and Plenipoten-
tiary of the United States of America to the
Republic of Sierra Leone.

AFRICAN DEVELOPMENT FOUNDATION

Chester A. Crocker, an Assistant Secre-
tary of State, to be a member of the Board
of Directors of the African Development
Foundation.

BOARD FOR INTERNATIONAL BROADCASTING

Edward Noonan Ney, of New York, to be a
member of the Board for International
Broadcasting.

Arch L. Madsen, of Utah, to be a member
of the Board for International Broadcast-
ing.

James Albert Michener, of Pennsylvania,
to be a member of the Board for Interna-
tional Broadcasting.

Lilla Burt Cummings Tower, of Texas, to
be a member of the Board for International
Broadcasting.

Mr. DANFORTH. Mr. President, I
move to reconsider the vote by which
the nominations were considered and
confirmed en bloc.

Mr. BYRD. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DANFORTH. Mr. President, I
ask unanimous consent that the Presi-
dent be immediately notified that the
Senate has given its consent to these
nominations

The PRESIDING OFFICER. With-
out objection, it is so ordered.

LEGISLATIVE SESSION

Mr. DANFORTH. Mr. President, I
ask unanimous consent that the
Senate now resume legislative session.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

ORDERS FOR MONDAY, JUNE 16,
1986

Mr. DANFORTH. Mr. President, I
ask unanimous consent that once the
Senate reconvenes on Monday, June
16, the reading of the Journal be dis-
pensed with, no resolutions come over
under the rule, the call of the calendar
be dispensed with, and that following
the recognition of the two leaders
under the standing order there be spe-
cial orders in favor of the following
Senators not to exceed 5 minutes each:
Senators KASSEBAUM, PROXMIRE,
Baucus, Gorg, MELCHER, and LEVIN;

To be followed by a period for the
transaction of routine morning busi-
ness not to extend beyond the hour of
12 noon with Senators permitted to
speak therein for not more than 5
minutes each;

Provided, further, that the morning
hour be deemed to have expired.

The PRESIDING OFFICER. Is
there objection?

Mr. BYRD. Mr. President, reserving
the right to object—I will not object—

what time will the Senate be conven-
ing on Monday next?
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Mr. DANFORTH. 11 a.m.

Mr. BYRD. 1 thank the distin-
guished Senator.

The PRESIDING OFFICER. Is
there objection?

Mr. BYRD. There is no objection on
this side.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

PROGRAM

Mr. DANFORTH. Mr. President, to
recapitulate the schedule for Monday,
the Senate will convene at 11 a.m. The
two leaders will be recognized under
the standing order for 10 minutes
each. Thereafter, there will be special
orders in favor of the following Sena-
tors for not to exceed 5 minutes each:
Senators KASSEBAUM, PROXMIRE,
Baucus, Gorg, MELCHER, and LEVIN.

Subsequent to those special orders,
there will be a period for routine
morning business not to extend
beyond the hour of 12 noon, with Sen-
ators permitted to speak therein for
not more than 5 minutes each.

Following morning business, the
Senate will resume the unfinished
business, H.R. 3838, the tax reform
bill. Votes can be expected during

Monday's session but will not occur
prior to the hour of 3:30 p.m. and not
past the hour of 6 p.m.

ADJOURNMENT UNTIL MONDAY,
JUNE 16, 1986, AT 11 A M.

Mr. DANFORTH. Mr. President, if
there be no further business to come
before the Senate, I move that the
Senate stand in adjournment until
Monday, June 16, 1986, at 11 a.m.

The motion was agreed to and, at
5:10 p.m., the Senate adjourned until
Monday, June 16, 1986, at 11 a.m.

CONFIRMATIONS

Executive nominations confirmed by
the Senate June 13, 1986:

CONGRESSIONAL RECORD—SENATE

FEDERAL COMMUNICATIONS COMMISSION

Patricia Diaz Dennis, of Virginia, to be a
member of the Federal Communications
Commission for the unexpired term of 7
years from July 1, 1980.

DEPARTMENT OF STATE

J. Edward Fox, of the District of Colum-
bia, to be an Assistant Secretary of State.

G. Norman Anderson, of Florida, a career
member of the Senior Foreign Service, class
of Minister-Counselor, to be Ambassador
Extraordinary and Plenipotentiary of the
United States of America to the Republic of
Sudan.

John Dale Blacken, of Washington, a
career member of the Senior Foreign Serv-
ice, class of Minister-Counselor, to be Am-
bassador Extraordinary and Plenipotentiary
of the United States of America to the Re-
public of Guinea-Bissau.

Paul Matthews Cleveland, of Florida, a
career member of the Senior Foreign Serv-
ice, class of Minister-Counselor, now Ambas-
sador Extraordinary and Plenipotentiary of
the United States of America to New Zea-
land, to serve concurrently and without ad-
ditional compensation as Ambassador Ex-
traordinary and Plenipotentiary of the
United States of America to Western
Samoa.

Patricia Gates Lynch, of the District of
Columbia, to be Ambassador Extraordinary
and Plenipotentiary of the United States of
America to the Democratic Republic of
Madagascar and to serve concurrently and
without additional compensation as Ambas-
sador Extraordinary and Plenipotentiary of
the United States of America in the Federal
and Islamic Republic of the Comoros.

Vernon Dubeis Penner, Jr., of New York,
a career member of the Senior Foreign
Service, class of Counselor, to be Ambassa-
dor Extraordinary and Plenipotentiary of
the United States of America to the Repub-
lic of Cape Verde.

Cynthia Shepard Perry, of Texas, to be
Ambassador Extraordinary and Plenipoten-
tiary of the United States of America to the
Republic of Sierra Leone.

AFRICAN DEVELOPMENT FOUNDATION

Chester A. Crocker, an Assistant Secre-
tary of State, to be a member of the Board
of Directors of the African Development
Foundation for a term expiring September
22, 1991.
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BoarD FOR INTERNATIONAL BROADCASTING

Edward Noonan Ney, of New York, to be a
member of the Board for International
Broadcasting for a term expiring April 28,
1988.

Arch L. Madsen, of Utah, to be a member
of the Board for International Broadcasting
for a term expiring April 28, 1987.

James Albert Michener, of Pennsylvania,
to be a member of the Board for Interna-
tional Broadcasting for a term expiring
April 28, 1987.

Lilla Burt Cummings Tower, of Texas, to
be a member of the Board for International
Broadcasting for a term expiring May 20,
1989.

The above nominations were approved
subject to the nominees’ commitments to re-
spond to requests to appear and testify
before any duly constituted committee of
the Senate.

THE JUDICIARY

Stephen F. Williams, of Colorado, to be
U.S. circuit judge for the District of Colum-
bia Circuit.

Willlam W. Wilkins, Jr., of South Caroli-
na, to be U.S. circuit judge for the fourth
circuit.

Douglas P. Woodlock, of Massachusetts,
to be U.S. district judge for the district of
Massachusetts.

William D. Stiehl, of Illinois, to be U.S.
district judge for the southern district of Il-
linois.

John E. Conway, of New Mexico, to be
U.S. district judge for the district of New
Mexico.

Edwin M. Kosik, of Pennsylvania, to be
U.S. district judge for the middle district of
Pennsylvania,

Karen LeCraft Henderson, of South Caro-
lina, to be U.S. district judge for the district
of South Carolina.

DEPARTMENT OF JUSTICE

James G. Richmond, of Indiana, to be U.S.
attorney for the northern district of Indi-
ana for the term of 4 years.

James P. Jonker, of Iowa, to be U.S. Mar-
shal for the northern district of Iowa for
the term of 4 years.

Laurence C. Beard, of Oklahoma, to be
U.S. Marshal for the eastern district of
Oklahoma for the term of 4 years.

Denny L. Sampson, of Nevada, to be U.S.
Marshal for the district of Nevada for the
term of 4 years.
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